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;*Moriey and- Educ at iont " Hpw Fa r Hav e We ' Come 1 s the 

8'ecoo4 in-a series of repo'r.ts by the ^Educa^tlQn , Policy Research 
instlfcute' of Eduiatlbnal Testing Se^lce which Ictojcs atyselec- 
ted. 'Issues- In :"New J-ersey school -finance. . The first report, 
••Moaey^aiid. Education: ' Wher e Did -the -400 Hllllffii- Ooliars. Go? " 
measured the extent to which the Pub.llc -School Edt^fitio.n Att of 
r975i In. It's' sectrnd^ year of operation, changed the way educa- 
tion /revenues -are> raised- an^' 

»ec<>d/ report updates 8le evaluation of how e'ducation funds are 
raisfed A'nd dls tr l^u-t*d ta Include the 19 78-79 school year, 
exanlneU the lmt)act\t^f budget 'caps on these -distrlbu-tlons, and 
presents a pr eltltiary ° analy s l* ,al how educati^ dollars arfe 
spent* . , 

I am^ li^d'e,bted tp .several Individuals and organizations for 
their assisthice .'l,npreparing this report. "Jay Moskowltz 
provlded\Va-lu3hle Inpnit .Into the^deslgn of the ^e'sea^efr; May 
.Leung patiently^ updated our extensive New Jersey data base and 
generated the domputer reports which underlie this' /Tnaly sis, • 
Judy^Dollenmayer supplied editorial assistance; Irmk , Klenlti 
typed th6 manuscript; and Chr Is t Ihe' S ans^one and FalthWhompaon 
of Resea^rch Text Processing produced the 'finished product. 
Personrt-el In the New Jersey Department of .Education, New 
Jersey Department of .Community A f f a 1 r s , . a nd the New Jersey 
Education A s's o'c 1 a t lo n opened their data fil,es tcjj us and 
ans*fered our endless que^^tlo'fis. • Our' analysis of the bu-dget cap 
legislation expknded on" the methodology developed by Ernest 
UocV In his^'reports to the Joint Committee On Public Schools. 
Finally , flnaricial/ .support-' for our research and for the pub;ll- 
'catlon of ttils report was provided- through a grant from the 
Ford Fou^ndation. « ' 



ihiS stjidy 18 Issued^^ ^^. time »hen/ cl't izens , educators, 
and legislators are q^JTionlng- the success of New^Jer^ey's 
edu.catl^on, finance system. It\is hoped that the ' anal.y s is 
contained 'wlJthln this report will stimulate iiiformed discu'ssion 
of. better ways to pfovide our Children wi'th a ."thorqugh^ and 
efflcieritV. educational' program and an fequitabl^ |chool. firfan<:e 
system^.' - ^ ■ " • . 
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: .HOW FAR HAVE WE COME? 

* 

Six yefihc^ have passed since the Robinson v» Cahill .deci- 
sion of^.'^e New Jersey Supreme Court ordered the state to 
develop a dchool finance p'lan that would assure ev<«ry New 
Jersey child an education to equip hi'm'"for his role as a 
citizen and as a competitor in t^e\labor nvarket." Three 
years Jiave pafl^sed since th^ Public School Education Act of 
1975, designed to d e f i ne ,^ imp 1 em e n t a nd f un d " t ho r o ugh and 
efficient" educat*ion, went* inta effect. 

The. Act has yeen c o ri t r o v e r s i a 1 from the b t a r^t . Some^^ 
crdtics claim it- lias done little to improve education in ^the 
state; others argue, 'more severely, that it is destroying 
whatever quality education now exists. Tlie\legislatur e acted 
-last fall to prevent further grpwth. in the lev^l of state 
su^)port fop elementary and secondary e d uc a t io n , . wh i 1 e ^he 
govern-or,' attacked the existing, system, and askec^ revisions in 
almost every aspect, of school, operations, in'clud ing^^he state 
f o rmula • * - 



V- 

This report measures how far we have come in ma king MeV 
Jersey;.T.r^ school finance system fatirer and determi nes how .far we 
havg to' go in reaching this goal * Specifically, we examine (1) 
cha^e in the distribution of schoiol revenues and expenditures 
between 1975-7j6 and 1978-79, and the equity of these distribu- 
tions; (2) how budget caps influenced these shifts; and (3) the 
relatioiwhip between 'expenditures and the distribution of 
fe-d^ucat ional resources. We also raise-issues that will confront 
^jciti^ens and policymaker^ ^n theif dngoitig attempts to give New 
Jers'ey's children^ a "thorough and .efficient" educational 
program within an equitable school finance system. 



.^ Robinson v. .Cahill . 303 A. 2d 297 .(1973). 
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°In spite of the Jnew law,' New Jersey 
' still' Has a two-tiere/i system ^of school 

finance- -State aid has enabled districts ' 
at or below/ the state average valuation 
(which educate about 55 percent' of the 
sta'te'9 students) to .spen'd roughly the 
same ^cfl^^^rs on. the^ students.^ However, 
distr ic^ts^' that^educ^'e the remaining 45 
percent of New'jerse;^ stddents can still 
raise significantly more money from 
^ their local tax. bases. 
' ' ' ' ' ' \ * . • 

The new law wasfTesigned t^o ieet the Coui;t's objectXns 
th^t heavy reliance on' local property taxes to p^.>for educa- 
tion was not producing .the constitutionally mandated "thorough 
'and efficient" education for students- s^hree years later, the 
state has increased its • share of' total /expenditures from 23-5 
percent -to 3 1-3 percent;^ support from 1 o c a 1 p r o p e r t y 
' taxes has dropped a c c o r d i ng ly , f r om 71-4 p e r cefit, (To -6 1 - 0 
percent- ^ . 

The aid program was supposed to overcome differences in 

exp^ttd i t u r e 3 ^ t o d i s ' rJ. t i e s in property wealth. A8^_ 

^ Figure 1 suggest si, however,, the general effect of the new law 
has been nearly negligible.' In spite of substantial growth^in 
' Stat* aid, property wealth remains^ thg primary fact<*r deter- 
mining th^ level of educational expenditures in New Jersey .\ 
This is so partly because of uneven growth in property valua-. 
tions, across tl^ state. In'the Ust three ytfars, the ^'average 
. per pupil^ valuations in the p o i r e s t"i i s-t r i c t s . i n c r ea s e d 15 
percent, while' those in^ the wealth-iest ones rose nearly AO 
: percent. As a resuj-t,, tj^ state has bee^i running hard just to 
St ay in' place. 



ERIC 



^The figures for- 4:otal expenditures do ncrf^ include 
federal Elementary an,d Secpnd^ry Education Act aid; figures for 
• state aid'dd.not include the state'-^ c ont r ibul^ion to the 
Teacher Pension and Annuity Fund. , 
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Figure^l 
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Equalized Valuations per Pupi 



^B^ween 1 97.5-76 and 19 78-7 9 , ihe ratio' 
in , expenditures between hfgh- and tow- . 
spending districts* narrowed* slijg^tly 
(from l.il7 to_^><tr$). But the absolute, 
'difference in cilrrent expenxiitures 
between .thett grew. The gap between 

••districts spending at the high 95t''h: 
percentile and the low/ 5th ^'p^ijt en tJ^ie . *. 

- increased from $900 to $108p'/pcr puplJ.^^ 



Differences ^ong- d i s t r i c t s* ^ in educ^a ts io nal n 



e e ds are 



not cons idered jby this measure of their spend'lng. A district 
with more students who need special servicfe^ due to physic^al or 
mental handicaps-, bilinguaiism, or poverty backgrounds, 
may need to spend more money per pupil than a district with 
few such students. WheTi ^ew Jersey's school districts are 
grouped accx>rding to educational need , we fdnd that high-need 
districts spent at a leveL equal to, 98 percent of the state 
average in 1975-76, but at a' level equal to only 93 percent of 
the statje average three years later. That is, under the new 
law, educat ional ly "^needy districts- seem somewhat less able to 
meet their programmatic demands. « ' 

The law has succeeded in^equaliz f ng , scho ol tax rates 



across all but the "weal^iest d^tricts Hn the state. Due t 
unequal growth in property v a 1 u e s , yti o w e v e^ low-wealnfeh 
districts are once again raising t/eir ^school tax. rates, 
while the. rates in wealthier d i s t r i c t s ^ h av e stabilized or 
continue'd to drop. \ 



°After three years of operation. New 
Jersey's- education budget, catps have 
forced tax/relief in tWose ^is t r i c t s 
receiving large "increases in-^ tat'e aid 
and stabilized tax rates for other 
groups of districts. they have failSjed, 
however , to s ignif icantly narrow exp end- 
it ur e *d ispa r it ies . ^ 



.surpluses ani enrollment 



Two .factors kept tfte caps from oafc.ing expenditures more 
similar; (a) the abi^ty of high-s.pending districts to exceed 
the caps constraints by us ing _ wa ivers , appropr iating^ surplu8,e8 , 
or' experiencing higher-than-average enrollment .decline's; and 
(b) the unwillingnag-s or inability of^low-spending districts to 
spend up to their-^udget caps. 

Th^ ciimulative eff-ect o f .wa iv-e r s 
declines enables high expenditure districts to ape'nd co^isider- 
ably more per-pupil t^han their budget caps seem to allow.. . Such 
districts were free this year to exceed th^ir per-pupil caps by 
an average of 113 percent. Low -spending, districts struggled 
eVen to meet. thVir capped budgets,, however. Low -s p'end ing 
districts in New Jersey are pre^ominantly^low-wealth dlstrictfs;' 
blowly growing tax baseV and . \ year 's lag!M^ the payment of . 
"eqnalization aid have prevented these communit\es from rapidly 
increasing their expenditures. , 

°These continuing- dia/parit^/Les in per-' 
pHpil expenditures I'have'resulted in 
different levels of educational s'er^ices 
across the state. ■ , 

A direct relationship exi s t s ' b e tween t:he^"level of educa- 
tional expenditures and the number and experience, of cJftssroom 
teachers in a district. As^ shown in Figure 2, in 1977-78, 
the highest spending "school" districts Ijad an*^*-«^age of 64 
classroom teachers per 1000 pupils,- o^r, nearly 25 percent 
more' staff thdn thT lowest spending districts.- St'aff in the 
higher spending districts were also more experienced (12.3 

years vs. 9.9 years in the lower spending districts), and on 
the average their' salaries were higher. ■ 
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X ;°Di8trictff vhose a tgte " ai* yose ^ subs tan- 
*■ tially ynder the>uugw formula. uSed theV 
money txi^proyide more teachers per-pupll, 
not to/raise salaries unreasonably.. 

In those di'stricts where incrfea^.in state aid ex&eeded 
25 percent, of their 19.75 budgetk, only 15 percent of the new 
money' w'enf ort avterage to tax relief The number^ of classroom 
t'.eachfers rose 5-.6 percent, \nd this r i^e c oop 1 ed " wi th a 
5 percint .^^llneVn e nr oll^ nt s . . r es ul t ed . in a subs t ant ial " 
iH^creas^ \n _the t e a,c h e r / p up'i 1 ratio. .Finally., teachers 
received raises lower .than the statewide average (11.8 percent 
versus 13.2 percent,). ; • ■ ^ ''■ 

* ' How F ar Must. We Go ? ' 
■ ^ , ' ■ 

Several pr ob lems c ont^inue to plague school f inance in New 
Jersey. We fouhd these most significant:^ 



°Th^ -current level of state^ aid is too 
iow to .o\A^rc.ome existing" expenditure 
disparities llnkei to wealth. 

°The* widenitrg gap in. per-pupil property 
valuations will make the goal of equity • 
more expensive with every, passing year. 

°The* concen4ration of pupils with extra- 
ordinary educational needs, in low-wealth 
districts means' that wealthier districts 
' are^ able to 9f fer much fuller servtcey. 

'°New Jersey's cities face both stagnant 
tax bases for education, and increasedV 
del&and^ for non-educat ional services to 
* bi bought by the ^me limited resources. . 



•:p\e u n e v.e^*^ dis^ribut ta^n of declining 
^folli^Bts has ke^t. <ii>ep. the' interdis- 
trict^,g^ .in per-pupil expenditures. 



V 
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While- it Is n o o^u r' u r p o s e ^^^^^reSent an alternativfe 
school finance ^;B>bV«ia^^ s^rte*^ s ugge s U^ohs for^^utur'e 

policy rhak-ste/^ from the^.#TTtd^ngs above: ^ ^ ^ 



The 



1 egi s\ attire 



'should ^ not 



fix thfe ' level 
state support for^'po^lic ^lementary 
and secondary education at its cur'renj: 
level because, the curr en t aid is»not 
overcoming dis'par it ifes , and f le\^ib ilit^ 
may be required.^ 

^The meas.u-re. of district "effort" in thfe 
existing formula should ' be adjusted to 
account for "municipal overburden." 
• * , * 

^State aid for students with special 
educat ional need , should reflect the real 
concehtrat ion of thatf need - in districts, 
variations in th«L costs of special 
services, and the relative ability^ of 
district^.to raise additional funds. 

°The stat^should develop a policy to 
^meet th^^e. Tiscal and educational ^effects 
of decliti'ing enirollments . • 



The rest of this report documents our find^ings 'and 
dl^scusses in more detail the issues involved in making New 
Jersey school* finance more eq.uitable. Since school finance has 
a language of its own, we have prepared a Glossary (Appaadix A) 
of basic school finance concepts, and terms pecutiarV^o New 
Jersey. For^s^aders interersted in the mechanics of the analy- 
sis or of the school finance formula. Appendix B describes our 
methodology and Appendix C shows. how th§ f un d i ng -f o rmu 1 a 
operates • . ■ , 



CHAPfER I 



LOOKING FOR EQUITY 



On^pMl 3> 1973, 'the TIew Je^Jey Supreme C^urt in Robinson 
v> >Cahill Ordered the legislature to replace the existing 
systetB of financing public elementary and secondary education,' 
a s/stem the Court characteri^d as^a* "patchy prbduttj reflect-, 
ing. provincia^l contests-" The new school' finance formula in 
th^Pu^^liic SchooT, Education Act* of 1 9 75^ was designed to: 

• ^ - ° gu a r an t e e t h^ t s ch«|l di»t rl c t s \) f % 
. , , .u^.equal property w'eaTth would receive 
equaL resources for equal ta* rates; 
' 1 " , ^ ' . V 

^compensate, districts f .^he extra^ 

'' ' costs of educating students, with extra- . 
ordinary exiucational need ; and 

^narrow per.pupil expenditure dispar- 
ities t:hrpug.h a syste^m. fef expenditure 

. ^'caps."-^ 

■ • .. . • 

To what extent has the new school finance laW led to.al more 
equitable system o f - raising and distributing educational 
revenues* in New Jersey? Have three years under the new 'laV 
begun c/ remedy systematic inequities? Do 'a lar^e' proportion 
of sc.hoolN<hildren live' in d i s t r ic t s wi t h expenditures well 
above or b^low the s^ate average? Does, a strong .relationship 
still exist among the ^wealth, expenditure^ and tax rates of 



local districts? » 



^Under\ the expenditure caps, a d i s t r i c t '-s/^ xp e nd i t ur e 
level in a ViVen/year is limited to a percentag^growth over 
the" prior year's (budget, a g r owt h r a t e ^a f f ec t ed t he s t a t e ' s 

rising" property valaa t^i-o nsVn.d the district's relative expend- 
iture lev^el. Districts • spending less than the sjate average 
net current e?cpense budget are allowed to »inc<<ease their 
spfending at a rate -greater than those districts spd^ding more 
thap- the state average. Chapter 11 offers an in>-dep_th discus- 
sion of the education budget caps. 




^ ' - / ' '■ - • 

* How-' Edultabie Is the -ISys tern? 

V '■■ ' •/ y ^ . • 

In-^ouV .la^st r abort we used, four crie^i^ to assess the 
relatiy-e 'success's of tW Public Sclj.ool Education Act of 1975 In 
<1ii\'lnglng greater equity to New Jersey.^ They^were: 

^ - ' ' • ^ ■ 

°Nar^qwing t h e *g a p ^ '^:1ira;»£ disti^ictrs in 
expenditures per-pupi*L; 

"Relating the level of e d u c av,t 1 o n a 1 ^ 
resources to the level of educational ^ 
need In a district; ' 

, °<Juar^nJ:eelng that .equal resources ari, 
produce-d by equal tax rates ("fiscal, 
- ■ "Tieutrallty") ; and 

'. °ClVoslng the gap In school t.ax rates 
... v ampng districts. 

\ * 

Narrowing the 'Gap In Exp'eftdltur es . 

The Court was emphatic that the s t a t e c o ns 1 1 1 u-t lo n 
Intended to Insure equal educatl^naf opportunity for all 
children. Since, as t^e CcTyrt explained, "dollar Input Is 
plainly relevant and because we have been showrt no other viable 
criterion for m e as u-r 1 ng -^^o^l 1 anc e with the constitutional 
mandate,"^ to j u d ge ' e q u\ t y /g^vlh s from the' new law, we must 
examine the relat Ive pter-pupll^ expenditure levels -^nong dis- 
tricts In 'the state. - . " ' 

One measure of" equity Is how far the new school finance 
sytstem'teduces the gap b etwe en h Igh- and low-spfendlng districts. 
Since New Jersey conta'lns tiny, atypical districts such as 
'teterboro <wlth sev^al million ' dollars of property wealth an4 
•only one puj.ll) Or Corbln City (which functions primarily as' a 
special educa>l^on district).. We have narrowed our analysis to 



^Rnhinson V. Cahlll. 303 A. 2d at 295; 
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the range in expenditures betw^i^n t^e 95th and 5th percentiles. 



The closer expenditure differences are reduced to zeto, the 



more equit ab le tTiAsy^s teip* , • ^ 



Vn 'i975-76, When distric.ts were rankjij from low tJ high on^ 
current expenditures per^« p^upil , ^ children who li^^l* ' in the 




district at the 95th per^centile h^ad $2062 per pupii^SRent o-n 
their sch-ooling , an 'ar^oun t 7 7 times as^arge as that spent in 
tHe. district at the 5th' percentile, •■$1162. - The low" 
expenditure? district ^pent 754^ercent of ,the state Average;' 
th^ district at the 95th pyfercefitile spent a t 1 3 3 percent 
of the average 

; _Bj;jr_ 1^9^2-^"2-ijL_lllg f ^ ^ had^ narrowed slightly^ but the 
. absglute difference in current' expenditures had increased from 
$900 to $1080 per pupil . As shown in Tabl^ 1, in 1978-79 th-e 
district at the 95th percentile spent $2 74 2 . p e r w ch ild , or 1.65 
times as much as the $1661 per«-child 8pe»^t by the district at 
the 5th percentile. " The low-spending districts spent 79 
percent of the state average and h i gh -e x p e ndl t u r e districts 
lowered their spending to ijO percent of ^the s t a t et ave r ag/ . 



Current expenditures^per- pupi l.', n^ed in , this report , ^ 

exclude expenditures on d eb t , s e r v.i c e and^ capital outlay, 
tuition revenues, and federal Elementary and Secondary Educa- 
tion Act aid^. For more discussion of^this definition, see 
Appendix B. • '0 

\ 

These figures differ slightly from those in Margaret E. 
Goertz, Mtfney^and Education: Where Did the 400 Million-Dollars 
6o? (Princeton-, W~. j7"i Educatibnal Testing Service, 1978) 
for two reasons : they reflect audited expend-^ur e data and 
iticlude a'diustments for tuition payments received by the 
district's. • 
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Ta^le 1 "i 



' Curr.ent -Expendltures'per- Pupil, 
«■ <>n r 1 1 0 s Comoared to StTit 



5th Percent lie ' ' 
95th Percent lie , 

Ra|.io of 9^th Percentile 

.tb^Sth' Percent lie 

■ } 

StaW Aver<afge* 

Ratio -^f 4th tercen'tile 
' ^o Average . <^ . . 

Ratio of 95th f ercentil^-|o 
Average 1 . 



19 7^6 


19 7 7-78 


19-78-7 9 


$ 1162 
' /0 62 


' 2 49 8 '•, 


$ -1661 . 
2)42 


1; 7-7 


1.73 


1.6 5 '• 


'$ 1,5 5 0 


1 9,0 8 


$ 2 113 


■(>. 7V: i 
l.il3: 1 


0.-7^: 1 • 
1 .-3 1 : 1'' 


. - (^79: 1- ■ 
1.-30: 1 • 



of Education data compilfd^/ 
^Jt-ion Policy Res.earch Insti-' 



Source:* New Jersey State Departme 

^nd analyzed by the Eduortion Policy Re5.e< 

^ute; EducaCional Testing Service, Prin 
^ Je r s ey • 



ceton. New 



These figure^,, however, do no t c o ns id e r . v a r ;L a 1 1^ D s in 
district expenditures caused by dlffeje-nt leye-ls of educational 
need. - A district with mo re s tudent s who need special s^rvic^s 
may need spend .more per $upil to meet these edu^attenai 

needs.. One, way to adjust for such dif ferences is to/calculate 
current exp e nd i t ur e s .p e r weighted pupil. ^This measure 
"weights- students with special education needs Vy/some nieaser^ 
of adxlitional resour<^6s ;needed heyond those allocated to t^e 

• 5 ' ■ . 

average Student. 



'Weighted'^nropllments were calculated as follows: The 
number of students in each educational need category were 
Lltiplied by that category's addt^onal cost^factor as em- 
bodied in the Public School Education Act of 1975. Sec. 18A. 
7A-10. The. sum of t h e s , p r 6 du c t s is that district « total 

"educational need unifs." The Weighted ^^^^^f /.rtfict! 
Total Educational'NeSd Untts + Total Enrollment in a district. 
Thus 7 district- with "1000- students and 100 Educational Need 
wU.vould have a Weighted Enro'll-nent of: 100 ^ 1000 - UOO. 
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^Table 2 , shows the range in spending per -^weighted pupil j 
between ^t>jie same 5th 4nd "95th percentiles. The ratio . of 
ipending >t the'^^^Sth percentile compareti t,o the 5th petcentile ^ 
is slightly higher in>all th^ee yearS) than for current ^xpendi- 
tures per unweighted pupil, but shows the s^me gradual decLin^ 

* / ■ . .,4 

from 1975-76 ^ to 1978->9. The absolute differelice in ejcpendj-K 



tares, is almcrst ident^ieai in— btytrii cases 



$900 per unweighted 



pupil" versus $8r98 ^er weighted pupil in 1975-76,; and $1 080 per\ 

^pij^dn 19 7.8-7 9. 



unweighted puplj. versus $1 058 pec weighted p 



Table 2 



Cur rent ^Expenditures per We igh t ed, Pup il 
5th and 95th Percentjy.es Compared to State Average 



/ 



1975-76 



1977-78 



1978-79 



5th Percentile 



95th Percentile 

Ratio of 95th Percentile 
to 5th Percentile 

State Average 

Ratio of 5th Percentile 
to Average 

Ratio of 95th Percentile 
to Average 



1076 


$ 


13 5 8 


$ 


1497 


i9 74 


'{ 


2 3 33 




2555 


1.83 




1.72 




1.71 


1473 ' 


% 


1779 




1959 


0.73:1 




0.76:1 




0.76 


1.34:1* 




1.31:1 




1.30 



Source: New Jersey State Department of Educ at io n da ta compiled 
and analyzed by the Education Policy Research Insti- 
tute,^ Educational Testing Service, Princeton, New 
Jersey • 

It appears, therefore, that the new law has both slowed 
the relative growth in expeTrdltures at t«e upper end of the 
range and gradually " leveled-up " expenditures -- that is; 
narrowed the gap between 1 o w- e xp e nd i t ur e districts and the 
state average or mean. Another statistical measure of 
"leveling-up , the McLoone Index, supports this finding. The 
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McLoon^^'lhdex me as ur es jj/ar ia t io n. In a y i§tr ic t ' s \school ^^^^"^ 
nues per-pupil beloKT"^ the.state median. /A^omparison of McLo®fe|f . 
indices f oT^X^g /y e a^s;^ J^^ much closer, lo\/^-sper>'-diTig 

districts have c^ai?c ^l^*^*'^^ state median. This index 

rang^ b etweei**«o" and 1 ;..\^^<Slos,er thi^s index is tcT I, the, less 
"disoersed 'are valaestA'aaow Chte median.^ The McLoofte .i^d i ces fo^r. 
current expenditures per--pupil in New Jersey for 1975776 and 
1 9 78-7 9 were 0 . 8 78 and b . 8 9 respectively, only a s'iight^ 

^ .\ } - r ' : ^ • •^. ^ 

Relating Educational- Resources to Educatio nal- }^e^ ' 

.The Public! School Education Act of 1 9 7 5 ' r e s t r uc t u^re d 

state aid t.o students with special education needs — students- 

from low-income families, students with phy s ical 4. and mental 

handicaps, students in need of btlingual educa t io n/ ^and so on. 

The amount of ^id earmarked for tlv^se program^ .increased nearly 

$73 millii)n, or 112 percent between 1 9 75-7 6 an^l9 78-7 9 . One 

way to ^judge the effect of this increased aid ;on funding for 

special students is to group districts by a Weighted Pupil 

Index that shows the relationship of th^ number of weighted 

6 

pupils to the number of students enrolled In the district. 
The larger this number, the greater the l<vel Of the district's 
educational need as defined by the l4.w. Th^ range among 
districts has averaged from 1.00 to 1.20, with t>ie state's 
poorest 'districts showing the highest' levels of educatlpnal 
needs . . 

Table 3 shows the relationship between educational need, 
as measured by the Weighted Pupil Index-, and current expendi- 
tures pdr weighted pupil. • Group 1, with one-seventh of the 
state's students. Includes those districts with the highest 



^The Weighted Pupil Index Is the ratio of We-dghted 
EArollVent to Unweighted Enrollment. ' Thus, a district with 
1000 students and 100 Educ a t lo nal Ne ed Units would have a 
Weighted Pupil Index of: lOO^+^lOOO _ ^ 



level of educational need in each of the t^iee years. Group 7, 
.also, containing one-seventh of the state's students , • ^ncludes 
t2fqs€ distrii^s with the lowest level of educational' need. In 
?11 three v e a r s / d i s t r i c t s w i,th t h e h i gh e s t 1 e v e 1- o f educa- .- 
tion2.k-ILLLl-^--L-L±±^-^''-^ we ,igh ted pupil than ^d id those/ 
v ^lsrricts' with -the inwP^t hvel of need. In addition, the 

^ * \ Table 3 - ^ ' | 

• . •* \ ' — . " , ' ' 

Relationship between Educationa; ^Jeed 
^ ' \ • and^ Expenditures - . 



Current 
Expenditures 



^>l5is tricts 
' Gr pupedi 

V by Weighted , per Weighted 
XpuDil Index^^'' PuDil. 1975-76 



Cur r ent 
Expenditures 
per Weighted 
Pupil, 1977-78 



Current 
Expenditures 
per Weighted 
PQDil, 1978.-79 



1-4 A A 


' $ 1580 


$ 1815 


139 ? 


1712 


. 1847 


1 A57 


17 9 6 


1951 


1504 


"l803 


1953 


1458 


184 5 


19 91 


1499 


'1780 


2046 


15 5 5 


^ 1980 


2 14 1 


1473 


1779 


19 59 



Group 1 (highest) $ 1-4AA 

Group 2 

Group 3 

Group A 

Group 5 

Gtoup 6 

Group 7 (lowest) 

State Afverage 

^Total Weighted En r o 1 Imen t /Pup ils Enrolled 

^Each Interval contains an equal^ number of pupils 



Source : 



New Jersey Stkte Departm^ent of Education data compiled 
and analyzed by the Education .Policy Research Insti- 
tute,"^ Educational Testing Service, Princeton, New 
Jersey . 



^ ^In 1 9 75- 7 6 , the range of the Weighted Pupil Index 
in Group 1 was U09 to 1.19;' in 1978-79 it was 1.13 to 1.21. 
Similarly the range of need in Group 7 in 1 975-76 wa^ 1.0 to 
1*03; three years later it was l.O to l.OA. 
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difference In average pex-puXH expenditures between groups 1 

and 7 grew from '$111 in 1975-76 to $326 m' 1978-79. In the • 

tormer year, the •high e< t-need dlstrly^ were Spending, pn 

average, $1444 ,^j)er w-^lghted pu,pll, or 98 jyer^ent of the state 

average. , In the latter year^ the expenditure of $1815 was 93 

percent of trhe s t a t e <^v e r age . . •» , 

[I . , 

Achieving "Ftscal Neutrality " ' : \ 

' • She NewC^er^ey; Superlqr Court and the legislature were 
also concerned ■»i)ouK equity, to taxpayers. In Its 19 72 deci- 
sion .th e*. S u p e rl o r Co ur t set as', a goal the : equal Iza t lo n 
of "the tax burden In support o f e du c a t lo na 1 ] programs." 
Although the State SJpreme Court ^Jected' this goal , ^ legl-sla-^ 
tors perceived a politically strong desire for k school finance 
system that is ."fiscally' neutral" -- whe< local district 
wealth does not determine how much money is available for 
education. The Public .School Education Act of 1975 reflects 
this iTtesire in its formula structure; that is, two districts 
whj^ levy the s ame , p r op er ty tax, rate should receive identical 
per-pupil revenues through combined state aid and lo|^l 
taxes, regardless of their property wealth. 

Several measure's are useful in 'determining the extent to 
which the New Jersey school finance system has become "fiscally 
neutral". First, one can examine the r.el a t lo ns h 1 p between 
property wealth, current expenditures per-pupil," and school tax 
rates. Using this measure, a system is no^ "fiscally neutral" 
when districts with high valuations per pupil and low tax rates 
spend more than districts with lower property wealth and higher 
tax rates. 



P 



^287 A. 2-d 187 (1972).' 
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•To measure this relationship, ad/ districts in the state 

have been' tanked "from low to high oiy their equalized v'afluation. 

per-puplll for the xears 1 9 7 5 - 7 6 1 a nd 1 9 7 8 ^ 7 9 . _ is t r i c t s\ 

'have then been divided into seven groups elntaining an equal 

jiumb^t of pupils for each of thes,.e years. Table 4A show^ 

thatH) i'n 1975-76 , wealthy districts notjonly sp^nt more on 

education, but" did so With a lower sc*hool tax rate. While, the 

aistricts with Le a s t • p r o p e r t y we a 1 th " t.ax e d at an .average 

rate of $1.79.per $100 of equalized valuation and spent -$1504^ 

per-pupi^l» wealthiest distcicts spe^nt an, aver age , of $1752 

'(r. re times as much) wi\h an average tax rate of $1.17 per $100^ 

of equalized valuation (35 p er cent^ les.^) . The expenditure 

disparities are even greater 'if one looks at current expendi- 

. 10 
tures per weighted pupil- ( $ 1 37 2^v€r sus $ie81).- 



* ^Thua, a district which was in the lowest wealth ^roup, in 

*i9 75-7'e may adt be in that same interval three years later if 
its per-'pupil wealth^ increased at a r at e s ubs tant ial ly above 
rhat of other districts in its group. 

.-^^ *^ " . . ' 

" ^^These averages are weighted by the number of students 
in each district in the group. Thus, the figures for Newark, 
with 70, 000 ^students, wi 1 1- c o n t r ib u t*e more heavily to the 
average for Group 1 than the'-figures for Salem City with 4500 
students. Si^^e l%wark has approximately 35 percent of the 
students in Groti^ U^-^t has been argfued that N^ewark's spending 
.decisions detesminei the change In thi^s group. The following 
Are figures for Group 1 without Newark: 

- I 

'\ ^ ' ^ 

Current Expenditures Current Expenditures School Tax 
per-Pupil - per Weighted Pupil Rate ■ 

1975-76*' $ 1376 ' $ 1267 $ 1.85 

,1978-79 1928 - 1702 * 1 -60 




1 /' 



^ • • . Table 4A 

■ \. • 

Relationship between Property Wealth, Current fexp.enditur es .and 

' ' T.a^*lates, 1975-76* • • , 

. * • ^ Current 

- * Equaliz-ed Current .V-^J^cp end it ur es .Current ^ 

Valuation ^- :J^xpend"^.tur^s * per-Weighted School 
- p'er^ Pup.il ^ per-Pupil ' ' Pugli ' Tax Rate ' 



Group-^r^^yss; tha\ $3^i-5 99 > 15 0<f 



"arovp 3^/ $3 3,6D0 -V$45,44^ 
Grbup-..3 $45r45<)/- $,58,-^9^9 , 
Group' 4. $56, 700 - ;$^J?L^i 9 9 ^ 
"■G"*^oui> .5 U7',.2O0 -''$78*,4 99• 
G>r o"u p 6' 7'8 5 do' - $95, 499 
. Gr%up ,7 $9^,"5O0 and over- 



1-4 J 4' 
lAl 1 

.14«0"' • 
. 160^5. 

•1689- * 



$^372 
- '1.3-*2V 
. ' i:?4'7 

/iVoi. 

. 154-3 
•• 1-62S 
.1-681 



2 • J 2 
\2. 0 0 
^-\^^$ 
1 • 8.9 
' . 1. 7. 4 
1 . 1 > 



State Aveiragfe ^ 



-1550 



1473 



1..6 9 



Table .4B 



Relationship between Property Wealth, 
^ Tax Rates , 1978- 

. . " ^ . I . ' 

Current' 
Exp endi tur es 
per-Pupil 



dualized 
Valuation 
per-^Pup jl 



Current Expenditures and 
■79 ♦ . 




Current 
'^"Expend it ur ear 
per We igh ted 
Pupil ^ 



Cur rent 
School 
Tax Rate 



^roup 1 Less than $ 37, 000 

Group 2 $ ^37, 000 -$ 54, 999 

Group 3 $.55,000 -$73,999 

Group. 4 $ 74,00^ -$ 87,999 

Group *5' $^H;8, 000 -$11)2,999 

Group 6 $1 03, 000 -$12^5,197 

Group 7 $125,200 and over 

State Average 



1994 • 


$ 1760 


1933 


17*6 3 


1-9 7 8 


1816 


1994 


1^82 


2200 


, -2061 


22^8 


2154 


2390 


2 2 fr^ 


2113 


195 9 



$ 1.67 
1.57 
1.55 
1.58 

• 1.^9 
1.67 
1.11 



\ . 4.7. 



Source: New Jersey State Department o«f Education data compiled 
apd analyzed by the Education Policy Research Insti- 
tute, Educational Testing Service, Princeton, New 



r 




Table 4B shows the same r elat ionship for the year/ 1978-79. 
Two" trends are evident. First, .the law^has succeeded in 
significantly equalizing tax rates. The differences In average 
school tax rates among the f irs t : s ix gr oups have disappeared. 

.Yet equal tax rat^s have not yielded equal e xpenditures. The 
average current expenditure 'per-^Cij^il in Group 6- is $274 

'greater than the average expenditure in Group 1, an increase of 
$l00 in three years. Secon'd, the exp e nd 1 1 u r e / t a x rate gap 
. between the poorest and wealthiest "groups of dis tricts (1 and • 

■ 7) has grown *. The poorest districts now • spend an average of 
$1994 per*pupll with a tax rate of. 1.67- per $l00 of equalized 
valuation, whlleS:he wealthl^t districts spend $2390 ( 1 .2 
times as much) with cin average tax rate of $1.11 percent 
less). If one uses as a measure current expenditure per 

'•welghteVi pup'il, the we a 1 1 h 1 e s t" d iff t^r 1 c t s a r e . s p e nd 1 ngj o n 
►average^ nearly r.3 times as much as -the poorest. Three years 
^fter the Implementation of the Public Scho ol Education Act of 
1975. therefore, wealth -Is still a major factor In determlnlnR 
- how much districts spend on their sch ool children. 

• A second' way of looking at the "fiscal neutrality" o«f^ 
s cl)oo J. •finance sys.t;em Is to calculate- the dollars b district 
can raise through a combination gf state and local dollars for 
each $1.00 of tax levy. To the extent that these figures 



'^^Another measure .of "fl/^al neutrality" Is the Glni 
coefficient. This s t a t 1 s t 1 nd 1 c a t e s to what degree the 
distribution- of weal-th foli^J^ the same pattern as the distri- 
bution of current expenditures.- Are the poorest 50 percent of 
the pupils receiving 50 percent of Che resources? A valid Glnl 
coefficient can range from O.O'to 1.0. A coefficient of 0.0 
Indicates total equity; a value of 1.0 Indicates total 
inequity. The Glnl coefficients for current expenditures per 
pupil in 19 75-7 6, 197 7-78 and 1978-7 9 were .039, .0A5 and .0A,2 
respectively. The coefficients for current expenditures per 
weighted pupil were.'.0A8, .056 and .053 for these same y.ears. 
therefore, on this measure little progress towards equalisation 
has been Shown. 



--M«-^tmttar, scliool districts with equal tax rates can provide 
equal levels of educational support. Tables 5A ,and 5B show the 
Avelr o*f educational" resources (defined as the sum of locally., 
raised revenues^^ and state equalization aid) available per 
$1.00 of tax levy for districts grouped by wealth, in 1975-76 
-and 1978-79. S in c e ad d i t io na 1 resources for s t ud ent s » wi th 
special educational* needs are distributed by flat grant, state 
and federal categorical aids are not included in this calcula- 
tion. ' ' ,. 

In 1975-76, the poorest group of districts (group 1) could 

raise more for each dollar of tax levy than groups 2 tp 4, but 

only 52 percent as much as districts in group 7. In 1978-79 , 

all districts^lNfd more feso urres per dollar of tax levy, but 

the position of the low-wealth distri cts had slipped. Group 1 

now has the lowest ratio , of aj,l the groups, at 76 p'etcent of 

the state average, and 48 percent of the highest-wealth 

13 . ■■ ■ 

group. ■ .. t 



-^^Locally-raised r ev e nu <i^> in c 1 ud e tHe free balances 
appropriated in that year's budget. 

' ^^The figures for-group 1 without Newark are $-651 (1976- 
76) and «981 (1978-79). 
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Table 5A 



Rel^ationship .between Property 'Health and Education 
Tunds per Dollar of Tax Rate, 1975-76 



Equalized ^ 
Valuation 



Education Funds Available 

a 







per-Pupll 


per Dollar 


of Tax 


Group* 


1 


Less than $ 33;599 * 


< 

$ 


727 


Gr oup 


2 


$ 33, 600 -$ 45., 449 


• 


.615-. 


Group* 


3 


$ 45,450 -$ 58,699 




6 64 


Gr oup 


.4 


$ 58, 700 '-$ 67, 199 , . 




695 


Group 


5' 


$ 67',200 -$ 78, 499 




797 


Gr oup 


6 


$ 78, 500 -$. 95, 499 

* * 




906 


Group 


7 


$ 95, 500 "and over 

/ 




1404 


St at-e 


Average 

■fc 




835 






Table 5B 







Relationship between Property Wealth and Education 
Fund per Dollar of Tax 'Rate, 19)8-79 



I 



Equalized 
Valua t ion 
per'-Pupil 



Gr oup- 


1 


Less- than 


$ J17,000 


G r o u p 


2 


$ 3.7,0<J0- 


-$ 54,999 


Group, 


3 


$ 55,000 
$ 7 4,0 00 


-$ 74,999 


^Gr oup. 


4. 


-$ 87,999 


Group 


5 


.$ 88., 000 


-$102,999 


Group.- 


6 


•$10.3,000 


-$1 25, 199 


Gr ou p 


7 


$125, 2 00 


and over 



State Average 



Edupatlon Funds Available 
per Dollar of Tax Rate 



9 5 4! 
1040 
1129 
1125 
116-5 
1245 
19 72 

1245 



'calculated as: 



Net- Current Expense Budgetiif Balance Appropriated 



Current School-TTax Rate 
- • •* 

This ratio Is weighted by size of district. , 

...» ' 

Source: New Jersey State Department pf Education data compiled 
and analyzed by the Education Policy Research Inst i- 
t lite. Educational Testing Service, Princeton, New 
Jersey-. . ' 
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Closing the Gap" In School Tax Rates 

A. final, criterion of equity Is the extent -to which tax- 
payers- "are taxed at different rates throughout the state for 
the same public purpose. "^^ Three factors affect ^chool tax 
rates in a district: the' size of Its education ttidget. Its 
amount of state and federal, aid,, and its property wealth. If 
growth In expenditures outstrips Increases in aid and/or growth 
In the dlstrict'^s tax ba.se. It must Increase Its tax rate to 
rals^ addltiopai. rev.enues. If budgets increase at a slower 
rate than 'valuations, tax rates will decline. Two different 
methods can be used to measure tax rate disparities: the range 
In school tax rates throughout the state, and the distribution., 
of tax rates across property we'alth Intervals. 

As shown m Ta^l«.e 6, high tax rat^ districts In 1975 
levied tax rates at 1A7. percent of the state average while 
the low ta* rate districts were at 50 ,p e r c e n t o f the 
, average. Bv 1 9 7 7-78 . the use of, state a id and the capping 

:il_fJLJl±ILll-L^^ g ° hlgh-spendlng districts had brought an 

overall decrease In tax rates and a sub stantial narrowing In 
rhe range of rates . In the following year, although rates 
dec-reased overall, the decline was largely In low-rate 
districts. In 197y-79. the range In rates between the 5th 
and 95th percentiles arew slightly ; high tax rat^ districts 



^^287 A. 2d 1 37 ( 1972 ). ' ' ' ' ' , 

^^These figures will differ from those In Money and 

Education: Where Did the AOO Ml 1 1 1 on Jo 1 1 a r s Go? as they 
reflect final audited figures. 
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remained at 137 percent of the -state average, while low-rate 
dMtrlcts dropped from 55 percent to 52 percent of the average. 
The' caps and.ra pldlv rising ; propertY valuations continued 
^_gg'^ce,. ta^x r e^llef In low- rate districts, while slugRlsh 
growth m both state aid and p roperty wealth left the hlRh-rate 
districts m roughly the samle pos ition as 1^ 1977778. 

Table 6 , • 

Current School Tax Rate 
5th and 95th Percentiles Compared to State Average 



1975-76 



1977-78 



1978-79 



2.48 V 


2 . 04 


2.01 


0.84 


0.82 


0.76 


1. 6.9 


1.5 0 


1.47 


1.47:1 


1.36:1 


1.38: 1 


0.50:1 


0.55:1 


0.52:1 



5th Per<^entile 

95th Percentile 

State Average* 

Ratio of 5th Percentile 
to Average 

Ratio of 95th Percentile 
to Average 

Source: New Jersey State Department of Education data compiled 
■ anC^analyzed by the Education PoUcy Research Insti- 
tute, Educational .Testing Service, Princeton, New 

Jersey . ) ' 

When we look at the distribution of tax rates adross 

districts grouped by wealth (Table 7) we find that tax rates 

declined for all groups between 1475-76 and 1977-78. The 

greatest drops were, in groups 2 to ^-dls t r ic t s_ tha t' r ec e ived 

the largest increases in state aid in the first Jear of the new 

law. The pattern changes, however, in the third year. 

Although the state-s aver a ge tax r a t e M e c r e as'ed sllRhtly in 



1978-79. in the poorest district s r a t e s in c r e a s e d , while in 
all other groups rates staved stea dy or continued to decl>he . 
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. . , • Table 1 ' . • 

^ \ * V 

Relationship between Property Wealth and Current 
1, /School Jax. Rate 

Equal ize|4 ^ ^ , ' , , 

^ Property 
' Valuat ion 



1* 



1975-76 


'1977-78 


^ 1978-79 

to 


A 1 . 7 Q 


$ 1.62 


$ 1.6 7 


'. 2.12 


1.62 


1.57 


2.00 


1.5 9 


1.56 


1.99 


1,59 


* 1.58 


1.86 


1. 74 


1.69 


1. 7A 


\ 1.68 


- 1. 67 


1.17 


1. lA 


1.11 


1.6 9 


- 1.5 0 


1.47 



Gro^^ 1 (lowest wealth) 
•GrpjiLp 2 
GrcTup. 3 
Group A 
idPup 5 , 
Group 6 

Group 7 (highest wealth) 

mr/ ' ■ - ^ 

* J 

State Average 



Source: New Jersey State Department of Education data compiled 
and analyzed' by the- Educ a t ion Policy Research Insti- 
tute, Educational Testing .Service, Priaceton, New 
Jersey. . ' 

Table 8 shows the average per-pupll change in currenit; 
expenditures, state aid and locally-raised revenues between the 
1977-78 and 1978-79 school years. Unlike the first years of 
the school finance reform when increases in 'state aid surpassed 
increases in. expenditures' for the low- and midd le -we a 1 1 h 
groups, expenditure growth in the third" year was uniformly 
greater than changes in aid payments. As a result, all groups 
were forced to raise more money from unequalized revenue 
sources. 
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Table 8 



ro 



V- - .rimes in C^irrent Expenditures.' State Aid, and Locally-Raised ^evenfles^ " 
; Relahv?" G^owlJh in Property Valuations, Districts Grouped ty Property Wealth. 

1977-78 to 1978-79 



Equalized 
Valuation per 
Pu pil. 1978-79 



Jer^Pupil 
Change in 
Current 
Ex penditures 



.a 



Less than $ 37,000 

4 

$37,000 - $ 54,999 
$55,000 - $ 73,999 
$74,000 - $^7,959 
$8'8,000 - $102, 999 
$103,000 - $125,199 
$125,200 and over 

* 

State Average 



$ 203 
274 
196 
182 
188 
222 
212 

205 



Per-Pttpil 
Per-Pupil . Change in 
Change in 



State Aid 

$ 152 
■ ' 172 
130 
.68 



Locally Itaised 
Revenues'' 



I 



9 
40 

28 



\ 87 



Per-Pupil 
Change in 
Equalized 
Valuations 
1977 ■ 1978 



Increased 
Revfenues Froin 
Growth ij 
Tairt Base 



'37 


$ 932 


^ 15 


19 . 


2,4.37 ' 


39 


81 


4,^94 


79 


1 


, 6,705 


ib7 


105 


a, 678 


138 


187 .* 


11,423 


199 


169 


19, 397' 


221 


106 


s 8,7^2 


132' 

• 



a 



Includes soine 



federal aid, .ppoprlatlon of mpl«»,e8, ."d .IscelU.eou. revenue.. ^ 



b 



1977-78 school V» 



applied, to per.pupU tkanje In equalled valuations, 1977-78. 



New Jersey. ^ 
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Raising add! t ioital local funds affected tax rates through 
two factors: the relative wealth of the district |and the 
growth of its t^x base. The low-wealth districts -were doubly 
disadvantaged • Between 19 7 7 and 19 78 their tax base grew, on 
average, $932 per-pupil; applying their 1977 tax rate of $1-60 

o 

per hundred to this growth, these districts could raise only an 
additional $15 per-pupil wljthout raising local tffx rates. The 
remaining funds ($22 per-pupil) had to be raised from an 
average tax base 0L7 $2.8, 000 per— pupil. The tax base of the 
Vetalthies t d^istricts, however, increased an average of $19,000 
per-pupil. At their 1977 tax rate of $1.14 per hundred, they 
could increase locally-raised revenues by $221 per-pupil, an' 
amount exceeding their actual change in ex||pnditures of $169; 
th^ir school tax rates therefore fell. 

How Far Have We Come ? 

In response to the court^ mandate for a "thorough and 
ef f ic ient " sys tem of educat ion, the legislature drew up in the 
Eublic School Education -Act of 1975 a "funding structure which 
wiir ensure . that adequate financial resources shall be avail- 
able to enable a system of free public schools to operate 
throughout the. State." Although it did -not establish any 
criteria for the level' of "adequate" funding," in 1978-79 the, 

legislature supported 35 percent of the districts' current 

16 

operating budgets. 



1 

In November 1978 the legislature amended the 1975 Act 
to a state commitment to provide 40 p.ercent of total educatipt\- 
al expenditures within available tax resources. This 40 
percent, however, includes state contributions to the Teachers 
Pension and Annuity Fund and state aid for debt service and 
capital out lay--exp endi t ur es which are not included in the 
measure, "current expenditures ," used ^in this report. 
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I„ this chapter .e have >e« that »e. Jeraer'.s school 

,l„a.ce ptogta. haa succeeded 1. e,u.li3lng school ta. tates 

acto.a all Vut th. wealthiest aisttlcts. the .e. la. ^ 

Slightly .arrowed, th'e ra.ge In p'er-pupll expenditures. 

absolute difference In current expenditures Increased, however 

froW$900 per.purfl-to n080 per-pupll. and low-property-.ealth 

A ir. 1978-79 to receive fewer state and local 
districts continued in 197a to re ^ 

' K ^niiar of tax levy than moderate and wealthy 
dollars for each dollar or tax j.*:^ j 

districts. ' * , . , 

Most change occur'red m -the £^t two yelrs . when dis- 
tricts absorbed the l,rg. initiari*| Increase " the 
refer, legislation. In the last year.^en property valuat on 
• rose unequally', lo—ealth districts began to increase schoo 
ta. rate. o»ce again;. rates In wealthier districts stabilised 
„. continued to drop. After three,yeafs. district property 

» malor factor In fdetermining levels of 
wealth continues as a major taccor i i 

educa^tional expenditures in New Jersey. X ^ 
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CHAPTER. II 

- EDUCATION BUDGET CAPS: CURSE OR CURE-ALL? 

* Perhaps the most controversial sections of the Public 
School Education Act of 1975 placed annual limits on the growth 
of school budgets throughout New Jersey. These "budget caps" 
were designed to serve four major purposes: 

(1) to prevent large and inefficient budget^ 
increases, particularly in districts .where 
the flow of new state aid grows 'suddenly; 

(2) to limit state liability for future finan- 
cial aid;. % 

(3) to assure that a substantial portion of new 
state aid funds are passed along to taxpay- 
ers as property tax relief; and 

(4) to move ^the school districts, toward mor^ 
nearly^qual expenditures per-pupil- 

While there has" b.een general support^ for the philosophy 
underlying the caps, few people have been satisfied with 
them- While caps have braked the relative expenditure growth 
of high>-sp>Bnding districts and helped to lower school tax 
rates, theyr have not signif icant% closed the gap in peif-4)upil 
expenditures between the h.ighes|:- a nd 1 o we s t -s p e nd i ng dis- 
tricts. Legislators and educators have also<^argued tha^t the 
caps--coupled with inflation, accelerating costs of fuel, 

utilities and insurance, and normal . employee increment s--have 

2 

eroded the quality of educational programs • 

«> . • . 

. , y ■ 

, T 

' ^ Budget Caps . baseline Report, Monitoring Program 4 - 
Budget Ca^s, Joint Committee on the Public Schools, New Jersey 
Legislature, September 21, 1976, pp. 2-3. 

^Senator ^Matthew Feldman "Is the Dollar Sign a Sign of 
the Times for Our Schools?" New York Times . January, 1979- 
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This chapter diflcjttsses yiree aspects of t he^ ed u c a t ion 
budget caps: their structure; their effectiveness in achieving 
the four goals listed above; and some criticisms. « 



The Structure of Education Budget Caps , 
The formulas used to calculate the amount by. which school 
di^str'icts may increase their budgets are composed of three 
components: (1) a basic growth rate, related to growth in the 
state's property, valuation; (2) an equalization factor that 
allows districts spending below the state average to increase 
their budgets faster than, district8^*pending above the average;- 
and (3) a base expenditure level, (NCEB) — the d is t r ic t t o t al - 
current expense budget lees state and federal categorical aid, 
tuition "and miscellaneous re^-enues, and free balances approprdja- 
ted for that year. Table 9 Illustrates the specific operation 
'of the cap formulas. > 



A district can exceed its cap limitation by (1) procuring 
a waiv^er of the limitation and/or (2) appropriating free 
balances (last year's surplus revenues) for this year's budget. 
Cap waivers are granted at the discretion of the Commissioiier 
of Education to, allow flexibility i^alculating budget limita- 
tions for districts facing increased enrollments or other 
liabilities, such as increased tuition payments, n'ew ^uilding 
openings,- the inclusion of a large free balance in the prior 
year's budget, or the . d is t r ic t ' s inability to meet "thorough 
and efficient" requirements. Since a district's expenditure 
base, or NCEB, does not include th& amount of free balances 
appropriated during the . school year, districts witj} sizable 
surpluses can also exceed the cap by allocating these local 
funds on top of their c'apped budgets. 

The capped budget (with waivers included) is the maximum 
amount that , a district can spend.^ Budget caps arfe. actually 
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Table 9 



For districts 
spending in the 
prior yearMsL 
the'stjte average 
NCEB per pupil: 



Budget 

District' A Increase 



The Calculation of New Jersey's Education Budget Cap Formula 

gq ualization Factor 



Basic Growth Rate 
The larger of: 



The latest annual 
3/4 Ix percentage chapge 
- in statewide 

iluat 



The prior year's state 

aupraq P NCEB per DUPll 

The prior year's district 
NCEB per resident pupil 




= .06 X 1.25 X 1,500,000 
^ 112,500 or $112.50 per pupil 



Ragp Fxppni ^iture Levelj| 

The prior year's stat 
average NCEB per pupil, 
times the prior year's 
resident enrollment of 
the district 



It 



X. 1500 X 1000 pupils. 



■ For districts 
spending in the 
prior year above 
the state average 

.NCEB per pupil: 



District B 



■ Budget 
Increase 



The larger of: 

' The Latest4annua[» 
3/4 X percentage change 
in statewide , 
equalized valuation 

■ . Of 

the average of the 

Last three years' 

. annual percentage 

changes. 

■ ' > 

= 3M-'x.08 



The prior year's state Jhe prior yearns district , 
av erage NCEB per pupil NCEB per pupil) . - 
the prior year's dsstrict X times the prior year s 
NCEB per 'resident pupi I resident enrollment of 

the district 



1500 



X 1800 X 1000 pupils 



Source: 
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= .06 X .8334 X 1,800,000 
' : 90,000, or $90 per pupil' 

This table is drawn tro. Th.\kr »l l..a« of Budaet Caps in 1976-i7, Record Periodic Report, 
Zitorin; llZ^Z ^i caps, Joint Co..ntee on.the h b la ^ li S^ ls, «e. Jersey t,^ 
-Legislature, August 1^,1977, 

.'lo 
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applied to expenditures during the budgeting process * In 'New 
Jersey, most school dia^riots must go to the voters for budget 
approval. .Many school boards cut their budgets following 
public hearings, and * therefore submit to. their voters or baards 
of estimate budget^ below the cap level* In other cases 
budgets at the cap level are defeated at the poll'Q and later 
cut by municipal governing bodies* The level of total current 
expenditures in a district thus often falls below the budget 
cap. « • 

The Fiscal Impact of the Caps. 1976-1978 

The education budget caps began in 1976. After three 
years of operation, how effective have they been in meeting the 
legislature's four purposes? (See p. 29) 

Preventing Large, Inefficient Budget Increases 

In its first year the Public School Education Act of 1975 
substantially, increased the level of state equalization aid to 
education. In 1975-76, before the new law, the state distribu- 
ted $432 million in equalization aid; in 1976-77 ' that figure 
rose nearly 50 percent to $626 millloii. , the legislature was 
concerned that many, districts getting these large increases 
would hot be able to absorb them into their school budgets. 
Although the legislature never definfeS what constitutes a 
"large and i ne f f ic ien t^' bud ge t increase, it seems to have 
felt tha't an inflation factor modified by an "equalization 
factor" would allow low-'spending districts to enlarge their 
budge ta' wh ile providing taxpayer relief. 



This section is based on Margaret E. Goertz a^d" Jay/ H. 
Moskovitz, Caps and Kids; The Impact of New Jersey'^ Is Education 
Budget Caps . Paper presented at theannual meeting of the 
American Education Finance Association, Washington, D.C. 
(Princeton, NJ: Education Policy Research Institute* Educa- 
tional Testing Service, January 1979). 
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This assumptlod was, based on the historical state-wide^ 
growth of property valuations. When the law was p a s s e,d , 
valuations were rising at an annual rate of 12 to 13' percent. 
Therefore, budget caps were not very restrictive In their first 
year of operation; In 1976-77, 68 percent ^f the districts had 
•c'ap Increases ^10 percent o r mo re . . S 1 n c e 1 9 7 5 , h o wev e r , 
property-values ha^e^rlsen slowly; the basic growth rate In the 
•■ cap formula dtopp%d from 8.8 percent In-. 1976-77 to 5.4 percent. 
In 19 78-79 . In that latter year 60 percent o f t h e • s t a t e ' s 
school districts thus had cap Increases below 6 percent. 

Limiting State Liability for Future Aid 

New Jersey uses a guaran?:eed tax base formula to 
distribute eq-ualization aid. State aid to a district grows in 
direct proportion to its increased net current expense budget 
(NCEB).^ By capping the growth in NCEB, the state automat- 
ically limits its liability for state aid in the next year. 

In 1976-77, the budget caps permitted, state-wide, a max- 
imum increase in the _^tatewlde total NCEB of $214 million, 
or 10.4 percent above the 1975-76 level. In 1977-78, capped 

* NCEB's had increased T percent, whih the growth in 1978-79 
capped NCEB's was' 7.5 percent; on a per-pupil basis, these 

•percentages were 8.9 percent and 10.8 percent respectively. 
These limitations have worked to brake increases in the state's 
liability for. .this .program. Eq-ua 1 Iza t lo n aid paid in 1978-79 

• represented.£otentlalli only a $ 4 5 ml 1 1 1 on ,. or 7 percent, 
increase^,; growth' in 1979-80 equalization aid could not exceed 
$52 million. - • ' ■ 



•^.Th» state' share Is calculated annually as: " 
r n.1«frlct's prior year v >.lM«t1on per pupil] X ("District's priori 
[1 - 135% state average valuation per pupil J Lyear NCEB J 
The district's NCEB is equalized up to t h-e 65th percentile 
average iNCEB for that district's grade plan. . 
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Guaranteeing Property Tax Relief 

The 1975 school finance law tried to meet two tax relief 
concerns. Districts with large Increases Itl state aid under 
• the new law would he^ forced to pass on some of that Increase 
for property tax relief- Second, It was hoped that all t^x-^ 
payers would see a s t ab 1 1 1 z a t lo.n of property tax rates to 
compensate for the Imposition of a $900 ml'lllon Income tax, 
Th^la latter purpose Is also reflected In caps imposed In 1976 
on municipal, county, and state budgets. 

In Money and E'ducatloni Where Did the 400 Million Dollars 

Go? we showed that 80 percent of the new equallgat log aid was 

I— ■ * . 

allocated to school dlst:rlcts with a per-pupli valuation of 
^ $30,000 to $70,OgO. The ca^s forced these districts to use 
some of their aid to lower the level of locally-raised revenues 
for schools In that first, year. In 19 7 6- 77>, the maximum 
possible current school tax rate for districts with 4 valuation, 
.of $30,000 to -$49, 999 was estimated to be,' on average, $1.75, a 
decrease of $0.31 from the 1975-76 rate.^ Districts in the 
$50, 000 to $69, 000 range were similarly forced |to/ lower 
their average school tax .rates from $1.99^to a maximum of 
$1.70. The higher wealth districts ($70,000 and above) were 
limited in how much they could increase taxes. The maximum 
growth in NCEB per-pupil allowed under the caps was nearly 
offset by vai^uation growth. The result was a stabilization of 
school tax* rates for 1976-77. The same patterns appeared 
in the second and third years of caps. 



The maximum pos sib !re current school tax rate is equal to: 
capped NCEB minus equaTlzation aid 
equalized property valuation 
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Closing fche Expenditure Gap . . 

A final purpose of the education budget caps was to- close 
the gap In expenditures.; The levels of expenditures of low- 
and htgh-spendlng d 1 s t r 1 c t s we r e to more c 1 o s e ly a p p r oa c h 
parity. Low-spending districts can Increase their spending at 
a faster, rate than the average, while growth In the budgets of 
high spending districts Is lli^lted to a p-ercentage belx>w the 
basic growth rafe. . I ^ 

The analysis of expenditure disparities for 1978-79 In 
Chapter I showed, however, that the gap has not narrowed 
significantly. Two factors keep the cap from making -expendl- 

• turesmove more clisely together: (1) the ability of high- 
spending districts to circumvent the caps by using cap waivers, 
appropriating free balances, and as a result of hlgher-than- 

Xverage enrollment declines; and (2) the, unwillingness or 
Inability of 1 ow ^ s p e nd i n g distriots to spend up to their 
caps* 

Exceeding the Cap . A district can exceed Its cap limitation In 
three ways: procure a waiver of the llmltaflon, appropriate 
- free balances (last year's surplus revenues) and/or have a 
higher-than-average rate of enrollment decline. 

' 1. Cap waivers * Some critics worried that cap waivers 
might be too easily granted, but the actual impact of this 
'device has been minimal. Alt^hough nearly $39. million in 
waivers were granted to 146 non-vocational districts in k978-79 
due to the .-very restrictive caps, fhls amount was only 1.2 
peiJcent of that, year's net current expense budget and an 
average of .less than#$30 per pupil state-wide. . 



Appropriation of fjee balances . Districts with 
"sizable surpluses can use these local funds to exce-r* their 
budget caps. In 1977^78 and 19 78-79 , low-spending districts 
allocated the largest percentage of capped NCEB (4.8%,) In free 
balances, although wealthy districts continued to allocate 
slightly mo>e on a per-pupll basis (for 1978-79, $100 vs. 
$67). • . 



3. Declining enrollments are the major factor that lets 
districts Increase their .per-pupll spending at a rate above 
that set by the budget caps. The° budget cap Is calculated 
using the previous year's enrollment. Districts with declining 
enrol lments^>«iief It from this In two ways: (1) they receive a 
slightly largeri n'^rc^Entage Increase' in expenditures over the 
previous year, \and y(2) this larger capped budget supports a 
smaller number of students, creating a larger per-pupll 

* 6 
expenditure. 
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^For example. District B in Table 9 ^ed a prior year's 
enrollment of 1000 pupils to determine 1^ base expenditure 
level. Assuming an enrollment decline of 5 percent, if the 
district had- used a current year enrollment of 950 in its 
calculation, its budget cap would have been 4.75 percent 
instead of 5 percent. 

.06 X -^^^ X 1800 X 950 - 85, 500^ 

1800 nccnn 

85^500 _ ^Q^75 

1,800, 008 

In addition to a more liberal cap, declining enrollments 
have' stretched District B's capped budget even further. The 
cap is calculated on prior yearns enrollment, or 

1.800.000 + 900.000 , 
1,000 ' 

^ When this cap is divided by current year's enrollment 
we get, a cap per-pupll of: 

1.800.00^+ 90.000 „ 1^989 

Thus, the new per-pupll expenditure is actually 10 percent 
above' the prior year's expenditure of $1800, rather than, the 5 
percent restriction of the cap. 

. - 36 4 5 
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Declining enrollments would not be of concern If they 
were evenly distributed across districts at all expenditure 
levels. Enrollment dl^clinea, however, have been much 'steeper 
in'hlgh-expenditure -districts. High-expenditure districts lost 
nearly 7 percent of their students in the last school year, 
while earollments in low-expenditure districts remained steady. 
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The cumulative effect of these three factors -- wkivers, 
rnprlation of free balanc es and declininR enrollnVt — has 
been to permit high-spending di stricts the potential to spend , 
per-pupil. 113 percent of their ca pped budgets. By' 1978-79,' 
this' represented 'an average increase of $300 per-pupil. The 
numbers for 1 o w-s p e nd i ng d i s t r i c t s in that year were 107" 
percent, or an extra $100 per pupil. Table 10 shows the 
relative contribution of these factors. 

Table .10 

Components of Potential Budget Increases over 
Capped NCEB, 1978-79 

Net Current Expense Budget 



Capped NCEB/pupil 

Waiver/'pupil 

Balance appr op r ia t^d/ 
pupil 

b 

Enrollment change 

"Adjusted" capped 
NCEB/pupil^ 

Z Increase over 
Capped budget' 

^Capped NCEB/Prior year's enrollment 

Calculated as : 

r Capped NCEB 

Current Year's Enrollment 





Low 


Medium 




High 


$ 


1AA8 




17A8 


$ 


2165 ■ 


■I- 


28 . 


+ 


30 


+ 


2A 


+ 


67 


+ 


66 


+ 


100 


.+ 


9 


+ 


6 6 


+ 


168 


$ 


1552 , 


$ 


1910 


$ 


24 5 7 
* 








109. 3Z 




113. 5Z 



Capped NCEB 



Prio.r Year's Enrollment 



''sum of capped NCEB per-pupil, waiver per-pupil, balance 
appropriated per-pupil and enrollment change. 

Source: New Jersey State Department* of Education data compiled 
and analyzed by the Education Policy Research Ins-ti- 
tute. Educational Testing S e r v i ce , . P r in c e t o n , Ne<w 
■ X Jersey. 
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If appears, therefore, that the "squeeze" assumption 
built into the budget cap provision has-been more than overcome 
by the Impact of "loopholes" and demographic changes. Although 
low-spending districts are allowed a larger rate of growth In 
the cap formula, this advantage is lost on a per-pupil basis 
largely because of more severely declining .enrollments in 
high-expenditure districts-* •< %: 

Local district behavior . Our discussion so f.ar assumes 
that districts will spend up to their expend i t ur e'; cap s . The 
success if the "squeeze" factor in the cap formula relies on 
districts, especially low-spending ones, doing just this. 
Yet we saw in Chapter I that low_wealth districts had to 
llkcrea8e_thelr_tax_rates_l^^ to finance 

increased expenditures; had thev chosen to spend up to their 
caps, this increase would have been even larger. 

>^ 

This problem arises bec'atise the distribution of state 
equalization aid is based ^i^O'^, "the. previous year's expendi- 
tures. Although this appria^c*- is administratively sound, it 
creates difficulty for low wealth districts. Any increase in 
expenditures which ex c^ds SI .'growth in s t.a t e aid must be 
wholly financed from .^.cJic-ai*-;revenues. The equalization, op- 
state support, t^i'ihA%.8^jip^.'does not occur until the 
following year. i^^^^g^'S^^^^^ 1°"^ revenues exceeds 
growth in the ;ocal,t>^;3^^eeVT^^ 8. p. 25), the district 
its sQ^, a-oi,: , t a x -,r"a,t,e .' or decrease its school 



must raise 
expenditures 
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Limitations to Caps^ Effectiveness . 

y 

New Jersey has had three years of experience with educa- 
tion budget caps. T*elr structure and effects have been 
V scrut ini^^ied by educators, bureaucrats, legislators and 
researchers. Two major criticisms predominate: 



o 



Caps have been too restrictive; and 



°Caps have failed to significantly 
decrease the per-pupll expendlt4ire 

gap* ' ^ 

• 

The Caps Have Been Too Restrictive 

-The legislature's decision to limit the average school 
budget increase to a rate equal to three-quarters of the growth 
in state-wide property valuations has strained many local 
education budgets. In 1978-79 the basic growth rate in the cap 
formula was 5.4 percent — considerably below the inflation, rate. 
As- a result, 60 percent of the state's districts could increase 
their budgets by" less than 6 percent.. Many critics suggest 
that the three-quarter factor be eliminated or that this 
■.5:,^€iasure. be replaced by growth in per-caf)ita income, the rate of 
■ ''i'ii^i^«ase applied to .the state budget. 



"^-V^ ^ii*M#»cussing how restrictive the caps' are, however, one 
■^''-';jtwpt'^^^^l^.'. declining enrollments and the relatj^onship of 
' '^'i^-h'^^f^^M^^^tions to this phenomenon. Formulas fbr state aid 
• :i^^^^^h budget caps buffer d i s t r i c.t s wi t h declining 
^^l^^^l^' for one year by using pre-budget year student 
..■^s.rcSS'^^^n the second year, state aid payments may decrease. 



^ Change in per-Capita Change in Equalized 

Personal Income , Valuations 

1976 - 1977 9.55Z * 5.87Z 

1977' - 1978 10.38Z 7.73Z 

.39 
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but caps never f.orce a district to cut total expenditures. 
There,^ore, when expenditures arP calculated per-pupil. the 
^t^rowth in expenditures in districts with declining enrollments 
is muc-h greater \han the budp et cap rate. Before deciding 
whether, to liberalize budget caps, the stkte and local schooL 
districts must deal with the ability of districts to maintain 
or cut expenditures as their enrollments drop. 

£ A£ g ^Ha V e ^I^ll^l— ^^-^^^^-^^^^ "^^^ Decrease the Per-Pupil 
Expenditure Gap 

By granting lower-expenditure districts ,a faster growth 
rate, the lawtnakers expected to "squeeze" together expenditures 
by means of the cap formula. Bu t • f ive f actor s have, limited the 
success of this "squeeze" assumption in narrowing disparities 
in per-pupil expenditures: ' - 

°Tiie components of education revenues 
subject to the -OA-P-, particularly the 
treatment of free balances; 

°The availability, and use of cap 
"waivers"; ' . 

°The l^mpact of declining enrollments, 
which have pushed per - pupil expenditures 
up more rapidly in high-spending dis-' 
tricts than in low-spending ones; 

°The reluctance and/or inability of 
low-spending districts to spend up to 
their caps; and 

°The relatively soft "squeeze" factor in 
the formula. 
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^Caps. can effect iv«a5i/be used to limit growth In ^ool 
district eScp end It uVe 8 1 f ' " a ■ n umb.e r ,o f thorny problems are 
addressed: (1) the need to' cap the^use of free balances as 
well -as annual tax revenues; (2) the need to cap the growth In 
per-pupll expenditures, rather than the growth In total 
budgets, m a time ^jf" declining, enrollments ;. and ,( 3) the need 
for tighter controls over the grantdng of' cap waivers. • 

Caps cannot, however, succeed In 1 eve llng-up" "exp end- 
Itures m low-spending dl^^trlcts unles^. non-local revenues are 
available to help. In the poorest districts, less frequent 
use of the cap does not guarahtee small tax bills. With valua- 
tions growing less than two percent a- year, these districts 
cannot Increase their budgets the permissible 8 to 12 percent a 
year. They cannot afford the local share of this Increase, 
4ven when It Is only 20 cents on the dollar. If state equali- 
zation aid to offset these Increases Is not payable until the 
next budget year. 
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CflAPTER III 



WHAT DOES THE MONEY BUY? 



Chapters I ^and II focused on spending differences among 
districts in New Jersey and policies designed to narrow these 
differences- This chapter asks how the education dollars have 
been spent. . 



^To what extent have the new state aid 
dollars been used to fund education? 

°How have districts spent the dollars 
that went toschool budgets? 

°What ar-e the resulting expenditure 
patterns. Including the distribution of 
teaching staff? 



Since this c h a p t e r ' f o cu s e s on services to students, 
analysis has been limited to school districts which offer 
education In grades K-12. It has been f oun<^. that districts 
with . secondary ed^catlon spend more on education and show 
different expenditure patterns than elementary . d Is tr Ic ts which 
teach, fewer subjects, have less elaborate laboratory equipment, 
smaller llbrar les ; etc . Although the K-12 districts represent 
fewer than 40 percent of the districts In New Jersey, they 
educate, more than 75 percent^of the state's students. 

Where Did the New Aid Dollars Go ? 

A question often asked In the aftermath of school finance 
reform Is: How were * the' new dollars spent? Does more money 
make .a difference? Daniel Moynlhan's thesis about who benefits 
from school finance reform mirrors the feeling of many citizens 
and legislators: "Any Increase In school expenditures will In 
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the first instance accrue to teachers, who receive abou^ 68 
percent of the operating expenditures of elementary and secon- 
dary -schools."^ New Jersey legislators, similarly concerned 
about districts' ability to spend large increases in s-tate aid 
efficiently ..limited budget expansion by caps. . . 

' ' ' '• 

* To test these propositions against New Jersey's new law, 

we have examined changes .in expendi ture and revenue patterns in 
fhoste K-12 districts where aid increa ses amounted to more than 
25 percent of their i975 budgets . What pefcent of the in- 
creased aid funded tax relief? Has the percentage of total 
budget spent on teachers' salaries grown? Has the number of 
2 • • 

teachers ^rown? 

Expenditures Versus Tax Relief 

Between 1 9 75-7 6 a n cT 1 9 7 7 - 7 8 . t h e s e d is t r i c t s d e c r eas ed 
■LlLLlJ— lli.Lil.l-IL" PP rrlii- n'-^":- >'Y avPraBe of $76. per 

. pupil. while increasing expenditures $392 Per student. This 
decrease in locally-raised revenues enabled the districts tol" 
reduce property t^ax " rates by an average of. $0.44 per $100 -of 
equalized valuation, a drop of 20 percent. 

When these districts were grouped according .to relative 
level of property wealth , f iscal burden, level of-spending in 
1975, and per-capita incoine', it was found that the first three 
of these factors affected the extent to which the districts 
decreased their level of local.ly-rad.sed revenues. As shown in 
Table llA, districts with low property valuations dropped their 
support by $80 per-pupil, while moderately wealthy districts- 



* ^Daniel' P. Moynihan, "Equalizing EducatTon: In Whose 
Benefit?" The Public Interest , No. 29 (Fall 19 72 ),. p. 75. 

•^Thls methodology is drawn in part from Michael W. 
Kirst, "What Happens at the Local Level, after School Finance 
Reform?" Pmicv Analysis III; 3 ( 1 9 7 7 ), pp. 301-324. See 
Appendix B for a specific description of the methodology. 
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Table llA: Impact of New State Aid Funds on Districts 
with Largest Increases in State Aid, 19 75-7 6 to 1977<!-78, 
Districts Grouped by Property Valuation 



Property 
Valuation' 
per-Pupil , 
1975-76 ' 



Change in Change in Locally- Change iii 
'Current Expendi- Raised Revenues School 
tures per-Pupil, ^per--Pupil, 1975-76 Tax Rate 1975-76 
1975-76 to 1977-78 to 1977-78 to 197 7-78 



Less than 
$57,555 

$57,555 - 
$82,995 ^ 

$8^,996 and 
over 



Table 1 IB 



+ $397 
+ 383 



- $8 0 

- 68 



$0.46 
0.39 
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Impact of New State Aid Funds on Districts witih 
Largest Increases in State Aid, 1975-76 to 1977-/8, 

. Districts Grouped by Fiscal Burden ' > 



Fiscal 
B u'r den 



Change in 
Cu r re ntf Exp e nd i - 
tures ^'er-T*upil, 
1975-76 to 1977-78 



Change ih^ Locally- Change in ^ 
Raised Revenues * School 
per-Pupil, 1975-76 Tax R^ate, 1975-76 
to- 1977-78 to 1977-78 



Less than' 3 42*5 
342.5 - 696.99 
69 7 and over 



+ $452 
+ . 368 
+ 366 



$53, 
77 
96 



- $0.40 

- 0.42 

- ^0.50 



Fisjcal burden is defined as: 

^ School Tax Rate (1975)* Residential Property Valuation 
( ' Per Capita Income (1974) 



Table 11C:V Impact of New State Aid Funds on Districts 
with Largest Increases in State Aid, 1975-76 to 1977-78, 
Districts Grouped by Expenditures per-Pupil 



Current 
Expendi tur e 
per-Pupil, 
1975-76 



Change in Change in Lo'cal ly- 

Current Expendi- Raisdd Revenues 

tures per-Pupil, per-Pupil^ 1975-76 

1975-76 to'197 7-78 to 1977-78 



Change in 
School 

Tax Rate, 1975-76 
to 1977-78 ' 



Less than $1443 
$1443 - $1686 
.$1 687 and over 



+ $401 
+ 391 
+ 334 



$^0 
106 
144 



- $0.35 

- 0.50^ 

- 0.72 
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decreased their support by $68. Similarly, districts with a 
high level of 'fiscal burden,^ ^decrease;d local support of 
education b7 an average of $96 per-pupiL compared to $5,3 per- 
pupil in the more lightly-burdened communi t ie« (Tab le ' IIB ) . v . 
Finally, the impact of the budget caps can be -se^n when these 
districts are gr'ouped by their 1975 per^pupil current expendi- 
tures in Tabl^e IIC. Low-spending districts only prpvided $40 
per-pupil of direct tax relief whil-e raising expenditures $400; 
the high-spending ones decreased locally-raised revenues more 
(an average of $144) while increasing expenditures less 

($3J5) . ' ; ' 

b-istricts which got large increases in state aid. there- 
fore, used most of the money to 1 nc r ea s e t h e i r spending on 
education. In a.?dition. low-wealth and low^pending districts." 
directed r el a t ive ly .mo r e of , , th^ir , new funds to education, than 
did those who -were more affluent and higher spending. 

How Have the Education D ollars Been Spent? • 

K-12 districts that got substantially more state aid under 
the Public School Education Act of i975 increased their per- 
pupil operating budgets'* by an average of 24 percent between 
1975-76 and 1977-78. ^Tbis new money wa's used to: 

°i-icr,ease the number of classroom 

te'achers ; " 
°raise teachers' salaries; and • 

°lncreasre the percentage of total 
budget -spent on non-teacher instructional 
salaries . • 
Table 12 presents average expenditure breakdowns for 
th^se districts for 197-5-76 (the last year before implementa- 
tion of the 1975 Act) and for 1977-78 (its second year of 



^Fiscal burden is, defined as: ' „ , 

T.v Rate (1975 ) * Residential Property Valuation 
'- Per-Capita Income ( 1974) 

for each district. ^ • 

*These figures do n=bt include sundry accounts, federal 
.categorical aid. and expenditure^ on special school. 
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Table'12 

Bxpenditur es Before and After Implementation of 

' the' 1975 Act for K-12 Districts Receiving ' ^ 
^ llarge Increases in State Aid 



Expenditure Category 

Administration 

Itistruction 

, Teachers'' Salaries 

Other Ins true tional 
Sa^laries c 

b '^ ^ ^ 

Other Salaries %- . 

' Other Instructional^ 

Transportation' . • 

Plani: .Operation and 
MaJ.ntenance 

Attendance and Health 

Fixed Charges and 
Tuition 

Average Exp enditur e 

Change in Number of 
Classroom Teachers 

Change ia Enrollment 

Teachers per IPOO Pupils 



Percentage df Expenditures 
1975-76. 1977-78 



' 3-83% 
70.46 



3.73Z 
68.83 



2.90 

13.57 
1 . 61 

7.62 
5 1 39 8-. 



50.4 



/52.8 

■4.6 
8.5 

4.5 6 , . 

3.04 

13.74 
1.67 

- 9.01 
$ 17 29. 

. + 784 ( + 5-^) 
- 15', 515 (-5.6%) 
56.5 



/5L.9 




< ^Current Expenditures- excluding sundry accounts, .fjederal 
categorical aid and expenditures on special schojols. 

^"Other Salaries^** •^jfcix.c.lude salaries' f o ^ "^r in^ ip a 1 s , 
supervisSrs of ins true t iS'fiH secretaries and clerical assistants 
an<d other personnel. , 

'^"Other Instructional" include expenditures for" text- 
books, school library >and audio-visual, teaching supplies a^d 
otner expettses. . , , \ ' ik 

Source: New Jersey State Department of Education data' compiled 
and analyzed by the Education PoM cy ^es ear ch Insti- 
tute, Educatiorfal ■ Testing S e rv i c e , ^ r inc e t o n , New 
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opet'ation)* ' The ^I'ew money was not use d dlspropottlonately for. 
8*a^ r^es fori^-exlstlng^teachers . Salary raises in the group. • 
ayeraged #1.8 j'^cftnT for the two-year period, less than the 
8tate-wid* l?hcreasej„of 13,2 percent. And while the percentage 
of ^h'e'^total •J)i%get spent on instructi on dropped . ..the number 
. 'ot claa^room telcfe'i^rs increased, as did the percent of the 
' V 4^udget spent on jio n~ t eac h e r • i n s t r uc t i o nal .salaries . As a 
r^sVlt^'thd teacher/pupil f^tio (number of classroom teachers 
^ per ;iobo pupils) incre*a8ed an average of 12 percent, ff^Dm^50.4 

to -se-s.^ . * . , , ^ 

^at Does Money Buy ? 

' , ' * 5 

' , Our tindings resemble those of studies im oth^er states 

*'and fit the general relationship between, increased spending 

and the levfel of educational s e r v i c e s p r o V i de<i by the,dis- 

• .;tricts, -Table 13 s h ow s t h e ' imp a c t of different J-.-evels of 
expenditures on three measures of educational services -r 
teacher/ pupil ratio, tea<?her experience and average tealdher 
salary i^ all K- 1 2 districts. Each group contains apl)j:ox- 

imately the same number of pupils. As the average operating 

.* cdst^ increases, the number of classroom teachers Rer 
1000 pup.il's also increases. The difference in the number of 
classrtfom teacheta. from t he 1 owe s t- d p e nd i ng districts in 
1977-781 lo the highest-spending districts was nearly 25„ per- 
cent, from 51.5 t6^64.0.* W^addition, higher-spending dis- 
tricts Jh.ad mor^ ex'j 
With hiiher average "sal^^ies. 
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J ^S-ee*for ^xamiSle, Kirst, op. cit .; Stephen M..: BarYo 4pd 

Stephen J, Carrtfll, Budget All ocatioa bv Schoo-l D^l^trictfs; An^ 

Analysis of ^Spendinp for. Teacher a nd Other Resources Santa 
*Monlca, California;^ Thfe Rand Corporation, 1975). 

« '^O^era ting, "cost per-pupil is defined as our r e n t . 
e«penditures minus -feder,el Elfementary and SecoTidary EJafcation 
Act aid and "tuitib:ii expepde^d. Pupils are^those enrolled in the 
district's School's. Atia]*ysfs of these r el a t io ns h ip s o f t en 
ex-ctud«s^ Expenditures on t r anspo r ta t ioit , since th.is e^ense 
varies widely across- districts and' is not a d i sc.r e t icm a r y 
item. -.We found the t):at*er|LS wete the same when transportation 
expenditures" were exclude-d trom our analysis. ^ , , 



Table 13 



•Relationship between Operating Cost per-Pupil, 
feeacher/Pupil Rat ios , Teacher Experien'ce and 
/Teacher Salaries for All K- 1 2 Districts, 

1977-78 



Operating 
Cost Per- 
Pupil 



Teachers 
per 1000 
Pupils 



Average 
Teacher 
Experience 



Average 
. Teacher 
Salary 



Less than $ 1589 
$ 1590 - $ 1712 
$ 1733 - $ 1790 
$ 1791 - $ 1889 
$ 189r - $ 2009 

$ 2010 - $ 2144 

■f 

$ 2145 and over 
^State Average 



51.5 


10.0 


- $ 14,313 


54. A 


10.2 


14,846 


5 5.9 


10.2 


15,457 


58. 7 


10.7 


" 14,919 


58.7 


i 1 . 0 


- 15,718 


59.6 


11.4 


l6, 19 5 


64.0 


12.5 . 


17,042 


57. 4 


10.8 


15,457 



Source: NeV Jersey State Department of Education and New 
Jersey Education Association data compiled and 
J analyzed by Education Policy Research Ins t itute, 
- Educational Testing Service, Princeton, New Jersey. 



These same patterns appeared when K-12 districts were 
analyzed by size (fewer than 3,000 students; 3,000 - 5,999 
students; and v6,000 students or more) and wheft elementary 
distr^icts w^fere examined. vThe relationships between operating 
'*cos t ^er -pupil an^ these same measures of educational services* 
to^r^^^TS&entary districts are presented in Appendix. D. 
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Finally, districts which ' recelve/i. large Increases in 
state aid trrfded off Instructional expen/iltures against 
expeiidltures for fixed charges. These tradeoffs are similar 
in magnitude 'to those made hj all K-12 districts. Table 14 
-shows that the average percentage of expenditures allocated to 
"instfuctlon" In all K-12 districts dropped from 69.8 percent 
to 68.8 percent between 1975-76 and 1977-78. while those 
alloc4ted to "fixed charges" rose from 7.75 percent to 8.90 
percent. The growth In. the latter category of expenditures., 
as well as In transportation, reflects Increases In certain 
uncontrollable costs such as Insurance, *on-teacher pensions, 
and fuel. 

It appears, therefore, that significantly incr'easlng the 
level 'of stated aid given to a district does make a difference 
in jthe educational opportunities available, to its students.- 
Districts that received large increases in state aid under The 
Public School Education Act of 1975 used this money prlma-rily 
for education, not for tax relief, and bought more educational 
services with it. Their spending patterns paraj.lel those of 
other districts in the. state; more money means more staff, and 
more experienced staff. 
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Table 14 



Expenditures Before and-After Implementation of 
the IS75 Act for all K- 1 2 dis t r ic ts 



'Percentage of Expenditures 



Expenditure Category ^ 



Administration 

Instruction 

Tr anspo^r ta t ion 

Plant Operation and 
Maintenance 

Attendance and Health 

Fixed Charges and 
Tuition 

Averag^e Expenditure 

Change in Number of 
Classroom Teachers 

Change in Enrollment 

Teachers per 1000 Pupils 



' 1975^76 


1977-78 


3.87Z 


3.79Z 


69.78 


68.76 


3.11 


3.24 


13.81 


13.68 


1^64 


J 1.63 


7.75 


8.90 


$ 1532 


. $ 1863 




176 (+ 0.3%) 



- 62,851 (- 6. 1%) 
54.23 ■ 57.44 



^Current Expenditures' excluding sundry accounts, federal 
categorical aid and expenditures on special schools. 



Source: JNew Jersey State Department of Education data 
mplled and an^l-yzed by the Education Policy 
Research Institute, Educational Testing Service, 
Princeton, New Jersey. v 
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. ' CHAPTER IV 

■ , / 

HOW FAR MUST WE GO? • ^ V 

The Public School Education Act of 1975 gave some needed 
property trax relief to New Jersey's low- and moderate-wealth 
communities. , By limiting expenditures In hlgh-weaO-th communi- 
ties. It lowered school tax rates there as well. The school 
finance program has not succeeded, however. In significantly 
narrowing expenditure disparities across the state." A number 
of'problems haunt the reform program: . 

°An ever-widening gap in property valua- 
tions between propeiity*-poor and property- 
^ rich school Id^b tr ic tsi' ^ ^ 

^Concent rations > special-need pupils in, 

low- wealth districts J/ 

.°The fiscal distress of New, Jersey's 
urban areas; and 

" o , " • 

Declining enrollments. ^ 

This chapter discusses these problems briefly, rebates them 
to the current formula in operation, 'and raiseA^isaues facing 
policymakers and citizens alike in their ongoing ' attempts to 
give New Jersey's children a'^'thorough and efficient" education 
and affair school "f inance system. 

The Rich Get Richer, w.. 

New Jersey's school finance formula is designed to compen- 
sate for differences in. per-pui)il property wealth. In 1975-76, 
when the new school finance 'law was enacted, the range In 
», property valuations per-pupll (95th to 5th percentile) wa-8 
5.5:1; by 1978-79, this range had widened to 6.7:1. Some 
property-poor districts, s uc h a s Cam d e n , s u f f e r ed ab s o lu t e 
declines In their tax bases 1^ the past 'year, while wealthy 
districts, like Princeton, havefseen their property valuations 
rise 15 to 20 percent. 

'■ ^ 53 
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This growing dlspar Ity ^inrweai^liym^^ more state aid 

Is necessary to equalize' the- kb^iil^i?;/^^ districts to 

support education. Tab le :<8;- :;(.p^^ that low-wealth 

districts received the 1 arg^t^ ;l^otf 63^^^^^^ aid per pupil last 

ye?ir.- Two factors contr ihute/t/p^^^^^^^^ As a district 

becomes relatively p o o: r e r^;;it.V:|M^^^^^^^^ ri^s; 

this increase c ou pi ed 'w.l thjVl^^jiixW^^^^ of its school 

bud'get. demands more s tat«^Jd:ia;;;^.f F^^^^^ during the first 

three yelrs of the 1 aw , ; irfeiti;^^^^^^^^^ valuation grew by 

lA percent from %lh ,1 Zyl-^^M^ the same time.^the 

state's guaranteed Cax'biiV&f $87, 000 

to $10*6.000. Therefq^eV';;Vbi5.';Vt2^^^ Trenton 

grew from 69 tp 71 p e r d^^t:^: increased 

support ratio and a IB ^^etki^nft ^ Tr.entonfs net current 
e^penditures;/8tate^ e'^uai^^^^^^ increased: by. m^y th^n two 
million dollars ' f r on, . i;?7-&-77:, t^^ ' , . ' 



v ^The'- srate-sup:p:ot:t;\ra:t;^o . ■ V- ^r(->l , \ - 

-. , , ; ' Prior Vear'Vrdtst^^ val uation P^er-puRil'^H^-.Sr- u 

• " ^ ~. ■..:.v:;;:/v,'-(?ti:^ta.nte>d Tax Base ' ' : feV^^^^^ 

. Th^'guirante^ t^^^'^ii^e:: W^t^^^^^ 1.35 ^ « ^^^^K 
valu^t=±o« per-pupii;:-i^;r;-:;ne::prior year. TheyJ^ltdp^^^^^^^^^ 
■ f educ.ed: po 1 . 34 4 ;lV!r;: i';?7.9-S0 ■ ; ' - .^V'.. r '-/■.t-^;;;.; 

' . ' ^EqX*alizatici;n">^^^^^^^ ^ ° ^ ^ "'^^ V' 

• numSers a r e es timatef ,,)..; . nnn '^^^^^^^^ 

^ 1978-7.9:- 71% *..$25i99q..000 - $ 18.453.000 :^ 

' ' 19 76-7lk: 69%;>-^23-.;5OO,0'jDO - $ 16,215,000 S . \ / v^v^ y 

, 1976 7«u _ +2 . 2 38. 000,^ V^ -yM.^,:' 

' The increase ift^ the' sW^^^^ ratio from 69% t d ^ 7 1% ^cc<ruVi^ 3: 
•' t^d for $500. 0:QO.;bje.tWig change in aid. " \ ' - 'A {^^'i 



This trend counters recent state efforts to stabilize 
financial "support of elementary and secondary education. - 
Modifications in the state aid formula enacted in November 1978 
limit state support to 40 percent of total educational expendi- 
tures, including state contributions to the Teacher Pension and 
Annuity Fund. Since commitjnents under the 1975 Act exceeded 
this percentage for 1979-80, the state has cu^ transportation 
aid, lowered the level of minimum aid, and slightly decreased 

th'e guaranteed tax base in order to maintain fulT funding of 

3 V' 
aid to low-wealth . districts . ? 

Concentrations of Special Need Pupils 

Districts with large numbers of special-need p.upils'. spend 
considerably less than dO; . di-s trie t^' with fewer children with 
exceptional educational need. First, the low-property wealth 
districts in the state have greater concentrations of pupils 
who need special education, compensatory education and bilin- 
.gual- education than do h igh -p r op e r t y wealth districts. In 
1977-78, '"aA percent of the pupils in. t^he lowest wealth dis- 
tricts (less than $ 3 0 , COO" lua t ion per-pupil) were eligib;le 
for federal ly-fpnded compensatory education programs compared 
to fewer than 15 percent statewide. Similarly , these districts 
had three and one-half ti*mes as ima^y bilingual education 
students and one and o^e-hal^t imes as many pupils in special 
education.^ In a finance, system that relies heavily on local 
pr oper ty tax r eve nues , high educ at ional need districts which 
are property-poor cannot raise adequate revenues. 



'^P.L. 1978, Chapter ,158, amending P.L. 175, ChaptLfir 212. 

^Mone y and Education: Where Did the 400 Million Dollars 
Go ? pp. i3-26. 
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Second, state aid for special educational programs 
handicapped, bilingual, compensatory education and vocational 
education — does not recognize the relative wealth of, or 
the concentration of educational need- In,, districts.^ These aid 
programs provide a basic per-pupll grant tied to the state 
average expenditure and the severity of the student.^f need. ' 
Thus, a student enrolled In a program for multiply handicapped 
children will r ec e tve ' more aid than a student enrolled In a 
program^ for perceptually-Impaired children, or In a compensa- 
tory education progi^am. This apftfoach assumes, however, that 
Ivery district's cost of- providing these programs is similar. 
Districts with large numbers of the^e students may have supple- 
ment ary "exp ens es that the state fails to consider in developing 
its weightings. -. Since many of these .dl>tr let are also low- 
wealth, they are un.able-to raise more lo'eal resources to 
provide as full a" p r ogram as the wealthier districts. > 

The Fiscal Distress" of New Jersey 's Urba-n Areas 

Cities in New Jersey face two problems in realizing 
"thorough and efficient" education. F 1 rs t , they^^^ 
declining tax bases from which to fund their I'oVal' share of 
educational expenditures. Although de^cllning enrollments have 
ke'pt .per-pupll measures o f ^ p r op e r ty;' wea 1 th climbing, total 
valuations in many cities are staticor in decline. For 
example, Camden's tax base is 'undergoing absolute decline, 
while those of Newark andTrenton are relatively static. While 



Jersey Cit 



a 



nd Paterson had valuation increases last year 



averaging live percent, only Atlantic City is "booming." 
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Second, there are rising d ema nd s . f o r non-eduoat ion^l 
services that must somehow be financed primarily from these 
moribund tax bases. A recent study of "municipal overburden" 
in New Jersey found that the 28 cities eligible for the staters 
urban aid program spent an average of $307 per-capita on 
non-educational public services in^l974, nearly one and one- 
half times the state average- In order to finance all this, 
the "urban-aid" cities imposed an average municipal tax rate 
five times higher than non-urban aid cities-. Educationap- 
programs in the cities thus compete with other municipal 
services for the shrinking local tax dollar*. In Newark, for 
example, school taxes were 50 percent of to tal municipal taxes 
in 1973 ; by 1977 this percentage had dropped to 22 percent. 

Under a guaranteed tax bas'e formula, the amount of state 
equaliza-tion aid given a district is related to it s . ability to 
raise local revenues. In New Jersey's cities students'ere 
therefpre doubly penalized. If these districts are unable to 
.raise ad^eq ua t^ ^ -a^ho o 1 tax r ev e nu e s , s t a t e aid will also 
decline. • ^ ^ 



♦ Declining Enrollments ^ 

Affinal issue f a c ing; s c ho o 1 finance reformers in New 
Jersey is how to treat the* phenomenon of declining public 
school enrollments. We have ^een that in spite of a 3 percent 




^"Andrew' Reschovsky and James Knickman, iilLRl£.lS.3.L 
Overburden in New Jersey; An Assessment , No . 2 , New J6rs ey 
Urban Education Research Reports (Trentoo, N J : New Jersey 
State Department of Education^ The New Jersey Urban Ed^cation 
Observatory, December 1976). 
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decline In enrollments, expenditures for public elem^^ta.ry and- 
secondary educat'lon have been rising 7^ percent a year. 
Inflation, the "aging" of professional staff, fixed charges aiid 
Investment In school plants, ^nd the "stroicutre of ^delly^rli* 
educational services all^comblne to limit districts' ab'llltles 
to decrease their expenditures quickly as they lo^^tudents. . 

Th6 dlf f er«-ntlal distribution of declining enrotlf |fet^aBd 
the Impact of these expenditure "adjustments" throj^ghjat New 
Jersey has stymied the effort to shrink e'xpendl4:ur% .-^Ispar 1- 
. ties. As we saw earlier^ the rate of e n r o 1 Im e n tJ^d e c 1 lire 
Is greatest In high-spending districts, those with the most 
experienced and therefore m6re cos^tly st^ff.. Per-pupll expen- 
ditures In high-spending districts -(with an enrollment decllny 
of 25.5 percent' between 1975-76 aid 1977-78) ^ Incrfeased $454 
per-pupll, while those in low-spending districts (with an 
enrollment -decline of 4.8 percent) grew. $307 per-pupll. 

'■ ' / :■ 

Neither the state's school finding formula nor its exp'end- 
■ iture "cap" are -designed to deal specifically with this 
problem, and the 'effect of declining enrollments on New 
Jersey 'educat-ion is currently being studied^ by the Department 
of Educatlbn. ' 

Hl^w Far Mtist We Go ? ^ . 

New Jersey's school finance formula was designed to 
treat school, districts more or less uniformly . Although it 
provides g^ ne r a i e due a t lo n aid in inverse proportion to a 
district's property wealtjj, other factors ^ffect a 
district's ablli,ty to provide a "thorough and efficient" 



♦ 



4 



t education -TtT dieclining tax base,"^ concentration of special need 
Students, ' demands for non-educational* services , the £mpact of 
declining enrollments. IJJ^ey have been ignored. As a result, 

% the formula has not achieved its intended goals. ^ , 

' ..... ^ . ■/ 

This report does not seek to preserft ah alternative school 

, . " . • f 

finance, prpgram. The issues discussed in earlier parts of this 
chapter . must/ be examined in-depth before reasonable ^alterna- 
tives cab be framed. Our findings do suggest sqme future 
. policy directions , however. ^ 

°The legislature should not fix the level 
of state support for public elementary 
and secondary education at AO percent. 

*■> . ' ■ 

The current level of state aid to education is not high 
enough to overcome exijsting expenditure disparities related to 
wealth* The wideni^ag gap in per-pupil valuations will make the 
Court's goal of equity more expensive each y«ai:^» 



By fixing its commitment at a given percentage (especially 
at only AO percent), the state will have to co.nce,nt ra te ixs 
resources more arid more in the poorest distr^icts. The long- 
term impact of this will be to intensify the existing two- 
tiered system, of school finance. The cut-off point for the 
"second tier" is now around the state average valuation, but as 
wealth disparities grow,;^ this level will drop unless additional, 
resources a r e ^pr ovided . Equity can never b e ach'ijfeved as long 
as poo||. districts are denied the opportunity to rajse the same 
/level of resources as the - weal thiest districts in the state. 
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■ ' ^ I f the 8 t d t e us e s a fund lag formula 
. ' , ■ ' designed to guar^tee "equal resources 
^ , , , £or.*equal effort," the measure of effort. 

must 'be revised to account for "municipal 
overburden." ' * 

tt _ 

The philosophy behind guaraateed ta'x /^ase -formulas is that 
local tax effort reflects a district's willingness ^o support 
education. Urban school districts in^ New Jersey, however,, 
cannot' maintalm or Increase their locally-raised revenues as 
readily a,s districts with growing tax bases and/or fewer 
non-educationaiv demands . Some states^ like Michigan, have 
adJjListed their measures of effort to reflect these^ burdens.* 
Another approach is to inQprease the level o f nati*-educ a tional 

aiid ;to the staters "urban-aid" districts 

•J ■ 



^Stvate aid ^or students A^ith special 
^du/^at iotial- needs should reflect how that' 
;. heed is concentrated in districts, 

variations in, t;he cost of providing these 

8-e r V i c e s , a n d d i s rr 1 c t s ' r e 1 a t i v e 

7 ability tj^) raise a d d i t i o n'a 1 f u n d s . ' 

r' " ■ . ' ■ ■ ' ' 

■' ■ \ . . 

The weight ings ' in the s'thbol funding formula may reflect 
the " statewide aS^erage cost for educjatiag'a mentally- or physi- 
cally handicapped pupii^, but the weightings for bilingual and 
cbmpeiisatQry education-programs have come under fire. The fall 
1978 report of the Minimum Basic ^kills Advisory, Committee to. 
N^the State Board of Education found, in addit ion j;o administra- 
tive problejas in th^ state's remecjilal educatiolti programs, that 
dWt^J.cts 'have not ad^^^^^^ funded the state-mandated gro- 

grams. The Committee recommended* review of the, coj^^^nsatory 
education funding formula and a rev 1 s 1 o ji t o r ef 1 e c t actual 
costs an<J enr^ollment patterns. ^ 



In addition, concentrations, of educationally d isad va^ntage'd 
and/ar b il ingu al s t ud ent s r-equir.e adjustments in /e^plar 
clkssroom curricula. These costs are not considete'd* now in 
caTculating categorical aid. . : . 

■ °The st,at«i' sho-uld ''(Jevelop a. policy to 

d-eal with the- fiscal and educ a t ipnal > . 
effects of declining^ enrollments. • ., ' 

Failure to close fhe gap in per-pupil expenditures 
Is due in part to the uneven d is t ribut ion' o|. d ec lining enrol'l- 
ments. While budget caps have 'kept the^ 1 id on .ihc r eas in 
high-spending districts, they do not adjust budgets in light of 
declining enrollments. A policy must be developed that.he^ps. 
rather. th%n punishes, districts b eset by this problem, ■ ^ 
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Budget Caps : Statutory limits on expenditure increases in 
local school budgets (Section 25 of the Pub lit ^chool" Education 
Act of 1975). J|„ district's pxpdnditure :^vel in any year is 
limited to a percentage growttL over the prior year's .bud^et,-» a 
growth ra.te affected by the state's ris'li^^ ploperty valuations 
and the .district's, relative expenditure 1 eW . i s t r i ^^s 
speeding less than the state average tet^current expense Ij'ud get 
may- increase their spending at a rate greater than districts 



spending more than, the state average. 



Categoyical Aid ; State aid -desigijated for spepific urse. 
Examples are transportation aid, special educa-tlon aldy aid for 

vocational education, and aj.4 for capital construction. 

' ■ ■ , ■ ' ^, ■ 

Current Exp e nd i,t u r e s :' Current, e:4p en4 i t ur es inilu^^e 
educational expenditures foT the daily oi^eration of the s-4hool 
program. They do not * include capital construction and debt 
service expenses. , 

" District Plan ;- The dts^tr it^t pAn is ^ determined by the 

grade 1 ev e 1 s 'a 'd i s t r i c t off^s and Jfeether it is part o Si a, 
regional district. • '* * 

- ^ ■ ' . • ' 

Equalized Property vtluation ; The,va.lue of taxable 
•property in a 'district' adjusted b^ the'^New Jersey Division of 
Taxation to reflect lOCT percent of market value. ; 



..... ■ .. (f- 



Net Current Exoenae Budget : A district's current expense 
budget, minus federal' aid, miscellaneous revenue, balance 
appropriated, and state categ'orical aid. ? 

Operating Cost per Pupil : A district's current Expense 
♦budget minus fe-J^eral Elemfent^ry an'd Secondary Education Act aid 
and tuition exp e nd e d ' p e r -p u p i 1 enrolled in the district'^ 
schools* , . >fc 

guplls : ■ "xhe number of children who reside in the Sja)iool. 
district , and. are enrolled on September' 30th in pub lie -scliools 
either In their 6wn district or in a dfstrlct to >*hich the 
school >'pard pays tuition. This count does not include stu- 
dents sent county vocational schools. 

School Ta'x Rate : The amount o% property, tax dollars to 
,,,be paid, fpr each $100 of e q ua 1 i^ e d Va 1 u a t i on -i n a school 
I 'dis.tr ict. School tax rates ai4 eaWlated by d iv id in^tih e 
» revenues raised locally for educati«»^tfby the district's equal- 
ized property valuation. /\ / 

Sr;>ta. Su pport Liadt ; ;The 6'5 th . g e r c dn t il e net current 
exVensf budget when all districts within a-^iv^n district plan 
_ are. -ranked fro^m- low to high." The state support limit is 
^calculaleV a^d applied separately for the five district plans. 



Wealth -RQ^ a 1 1 z a t i o n ; The pr^jcess of,;, compeits^ating' for a 
schocfl 'district's we-aker ability to support education in order 
to achieve student equity and taxpayer equity. , *' \ _^ 

. ,» ■ ■ ; 

Weighted Pupils ; ' Weighted p\ipils represen^/the siim of 
the'*i»umber*of students residing in a district arid the a^di- 
t;,ional cost factors applied tjp students who have " sp.ecial educ.a- 
t ional needs • , 
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APPENDIX B 



METHODOLOGY 



Chapter I -- Looklpa For Equity • V 

T*o basic metho4,«logl6S^ were use4 .to mea-sure the extent of 
.expejiLdlture and f^yen^i disparities among school districts In 
INefelrsey: ran^esfantl Interval analysis.. Ranges measured the 
relatHve and.a'baolute ^ferences between expenditures and tax 
tastes at the 5th and 95th percentiles; these :p e r cent 11 es were 
drawn from frequency distributions of pupllsj noC districts. 
Thus five percent of the state's puplis had less than, or more 
than, X dollars spent on their education. Similarly, five 
percent of the pupils lived In districts levying tax rat^ 
above or below a certain level* 

„ ^ The Intervals used In the analysis were developed in the 
following way. Districts were tanked from low to high on (1) 
equalized valuation per pupil and C2) weighted puj^il index for 
each of the years considered. Each of the rank'lngs was divided 
into seven Intervals, each Interval containing approximately 
one-seventh of \ke. pupils in the state. The figures reported 
for -each interval^were weighted by the number of pupils in each 
district, or in the case of tax rates'^ by the size of the 
district's tax base. 

Since local revenue*^ are raised, and state aid is paid, 
according ta where students resl.de, the analysis ^in this 
chapter used a resident' pupil count, as its base. Ci^r-rent; 
expenditures in these dl-strlcts were thus ad j us t ed o • e^^clud e 
tuition received by the district to eiduc«te student^, living 
guts-ide their boundaries. Revenues f rom ^t^ feeler al Elemen^^ty 
-aTn^-S^TTcnrt-a^^fy Ea<ic-dt^^^^^^^ aUo 6e^^\luded a4| they are 



intended suBiplement' local and state effgrts. 



These analyses do not include county vocational school 
districts- * * * . 

Chapter 11 Education Budget Caps ^ 

The impact of the education budget caps on district 
expenditures and^tax ratTes is cumulative- Th e r e f o r e ,<t he 
analysis reported in Chapter- 11 used^^a "be^t case" model; it 
assumed that ^ all distr icts s^ent up to their permitted budget 
caps in each of the three years- 

* Data on budget cap Increases (perc#nt of allowable 
growth) and .oap waivers were drawn from the files of t-he 
Department of Education. County vocational districts are rtot 
Included In this analysis. Some figures for 1976-77 were drawn 
from -reports of the Monitoring^ Program 4--Budget (?aps of the 
Joint GQminlttee on the Pubflc Schools, l^ew Jersey Legislature'. 

Chapter III -- What JBoes The Mon ey Buy? 



* 



Since this chapter discusses tbe provision of educational 
services to pupils, the units of analysis are the'dlstrlct 
which operates schools Ad* the pupils enrol led In that dlstrl'ct. 
Districts with only elementafy or secondary programs were 
eliminated because their ex p e ndt t ur e,, a tid ■ s t a f f Ing patterns 
can- differ, markedly from each ot-h'er and .fr9m the K-12 dis- 
tricts. . , • . ' 



* 



In . order to 1 s o ta t e ' d i s t r 1 c t s • t h a t were affected by 
the- changes' In the Itate aid formula, we ranked districts from 
high to low on thlt variable: change in state aid for current 
■expenditures from 1 9 7 6- 7 7 1 9 7 8-7 9 as a percentage of 

that district's current ^xp e nd i t ur es5 In, 1975. Nearly. 30 



percent, 6r^il of the' districts had a measure of 25 percent or 
greate.r. These 61 districts were u-sed In an'aly zing the a'llo-. 
cation of new state aid d o 1 1 a r s , b e t we e% t al, reliefs and, iii- . ' , 
creased expenditure- S i;.c e ' eigh t districts in this';; group- • < V-.. 
reported their 1 9 7 7-7 8 budge,t> in a program bu<dget f o ema t,, ' 
however, they had to be excluded when the anilysis; cif expen<i:i^, ^.-^ 
turfe patterns was conducted. . ■ " ' ^ 



■>*. 



Any analysis of expe-nditure patterns must, take plkde 
within the structure of educ , t ion bud ge t s in t ha t s tat e .• ' In 
New Jersey, expenditures for .food s e r v ic e s V. , s £ ud-e rt £ b^ody- • ; • 
activities", community services 4nd _special projects;' on:" federal-^ 
programs; and for special s cho o Is* dr e . no t cantaln^d wit.hin(^^t^^^ 
traditional a d^mi n 1 s t r a t iv e , ins true t io nal ,. etc ac cio^unt 
Therefore the expenditures analyzed -in Tables 1 2 and d.o ^nq t 

includ.e sundry accounts, 'or expenditures In the. rff^l^fail^f"^- 
"special schools", accounts. . v. • „ ^ 

When we examined the r el at ionship twe en expi^ndi t ur 



the distribution of t e a c h e-r 3 a rjd , t Ir . . ch a r a c tVr ^i^^^ 
included these ac coun tr s-ince^ we qWal^d. not differ 
teachers supported by the « lU t rnc t lo :bud ge t f r^ 



funded by the "Federa 



3 r p e c i ah. School s " a c 
Since many districts did not re>prt Ch^^ir refenues f": 
Elementary and Secondary Educ-^t^ion; Act. in^l9>;-7 8, w^ 

i3.rs 1 * 

' % ' f\ 

across both years. > ' 

■ V . -■ ^ 

. ■ ■• ' : ' . 
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APPENDIX C 



" HOW THE NEW JER^^ STATE AID FORMULA OPERATES 

State aid to educ a t l^on 'in New Jersey is 
through jEour different formulas: (1) equalizatlo' 
transpartatiou aid; (3) aid for students with spe 

(4) debt service and c ap i tal f^i 

: Eg ua 1 i ^ ft t i o ti A i d ^ 

;^ In ■'197 8 -t7 9,;' approximately 70 percent of 
*\-^^or' element ary dnd secondary education Was dist, 
J^.^an equalization aid formula. The formula*, a 
V -/iase. Plan, to assure tMt ey^ry di-^i 

V state cap V^Xt ^as tjhough :it had ^a t aJif^^litas^e ^t JtSH^ 
Bome Bet'N^l.tijLmum. State aid is fthe: difference 
would i:heor'eWically b^e'" P^sed unrfer the gua tant ee^; t a; 
what' car^ act a^'iV raised. from t-he local tjax^ 

g r eAi'e r t^if , d ^ ap a mtV' ^biip We e n a c t ua X and gu a r. a 
i allocation. In New J-ftirsd 



aidablfe expend 



, , Tax tf^;S^. ' fbrA«J.a has ^ two components: 
-ialiWr aliV (2') ' "^he d Is t^r 1 c t ' " - » k i ^ 

- ^ . . „ 

' S t e Sni PcP o r t R a.t'i o > - Th4 state -suppo 
. p.e^.ce^^^ of.^ a di.sttic t's^ejcpenil'^^ 

P o t^: t h t :6 u ^ t h lei p ar^ e n t o f e q u a 1 i z a t' 
^'Ife" wM ' CalTdM^^^^ ^ . . ^ ^ 4 




rt ratio is t he. 



tur es .^^mjich t^e state will 
^'^^td. For 197,8-79,. 



^' j^ Valuation -pe r^^BpPil' (1^77) 

i 3;5;t-: $ rikty-Avef^igefPrcperty^ V^luat||n per-if u p i 1 ( 1-9 7 7 ) 



VIri^i-9i.8^ Cpi^araf^eed Tax Base was -^^5 percent^ o;f . $78, 500, 

'^6t ii^400& In 1979-80 the Guarantee^ Tax ..Bdse will 

:I^.^344'ii^^ average valuation. 
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Dlstrlct^s Aldable Expenditures . The state support ratio is 
applied to the district's Net Current Expense Budget (NCEB). 
This figure Is the d 1 s t r 1 c t ' s u c r e nt exp e nd 1 1 ur e rf" ml nu s 
federal aid, miscellaneous revenufe^/ surpluses appropriated, and 
state categorlc^al aid. The NCEF applied in the formula cannot 
exceed the 65th percentile NCEB for districts in its grade plan 
(State Support Limit'). 

Calculation of Eauaiization Aid .' Table A-1 shows how aid is 
calculated for two districts of unequal wealth aad equal per- 
pupll expenditures. , Theoretically, through a combination of 
state aid and locally-raised revenues, each .district is guaran- 
teed the same level of aldable expenditures, for equal tax 
rates. . - 

The formula works in yractice, however, only if current 
year, and not prior year, numbers. are used in the formula. 
Districts *X and Y receive state aid based on' last year's 
budgets; yet the c al cu 1 a t lo o f this yeair's 1 o c a 1 ly - r a 1 s e d 
.revenues and tax rates is based on cur rent- ye ar f Igur es . If 
per-pupll property valuations do not Increase at tthe «same rate 
in the : two districts, the result will not be "equal revenues 
^or %ual effort" (see bottom of Table A-1). 

Minimum Aid . In) 1978-79, no district received less in equaliza- 
tt.on aid than an amount equal to 10 percent of . its State 
Support Limit. 197a-80, miijlmum aid will be distributed in 

inverse proportion to the district's weal t h ; dis t r ic t s . wi th 
.property' Valuations per-pupll exceed^ing 1 T. 5 t imes the state 
average will r.eceive no aid. 

Transportation Aid . In 1978-79, districts were relmbarsed 100 
percent of thetr 1977-78 Approved .transportation expenditures. 
TEIs payment represented -a^bout tilne percent of' sta^e aid. Fot 
the 1979-80 'dchool year, this level of reimbursement has been 
reduced tb 90 percent. 
— >— " ' ' " ■ 
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Table A-1 ' 

The Cal^ulatioa of EquaTizTFion Aid under the Public School Education Act of 1975. for 1978-79 



• 1 

State Support Aldable , , n 

Ratio (based Expenditures State . Hypothetically: Hypothetically: 

on Prior Year -(based on /Equalization Locally-Raised Local Tax RaU 

valuations) P rior Year Mi l2er_hujidredL 



1, - Dis^ricJ Val . NCEB per- 
C^B pupil 



State support > NCEB minus 
ratio * NCEB Equali'zation 
Aid 



Locally Raised 
Revenues 



.*100 



District Valuation. 



District X 

/' I - 53 .000 
106,000 
- 0.50 



$ 1060 



0.50' * 1060 $1060 - -$530 



$530 



$530 



j53.0 *100' 
53,000 
-$1.00, 



District Y 



1 - 79.500 
106,000 
- 0.25 



$1060 



0.25*1060 
= $265 , 



$1060 ■ $265 
- $795 



$795 noo 

79,500 
- $1.00 



Current Year Current Year 
Valuation Exp.enditures 



Dis.trict X $57, 250 . 
(+ 8X) 



District Y $90,500 
(+ 152) 



$1200 



$1200 



Current Year , Current Year 
Locally-Raised Local Tax Rate 
Revenues (per hundred) 



$1200 
.$670 



$1200 
-$935 



$530 



- $265 



$670 *100 
57,250 
« $1.17 

$935 *100, 
90,500 



^ ,'7 $1.0 



Special Needs Aid * Equalization aid Is designed to cover 
general operating expenditures* Districts with students 
requliflng extra educational services receive additional state 
monies to cover these extra costs. Each student requiring 
special services is "Weighted" by the relative severity of his 
educational aeed. The weights, or additional cost factors, 
ranged from a high of 2.73 for visually handitcapped studei^ts to. 
a - low of 0.09 for supplementary instruction in 1978-79. 
Special needs aid is equal to the number of units o^ additional 
cost in the district multiplied by the state average NCEB per 
pupllVfor the p'rlor year. This aid therefore , is distributed 
on a "per pupll"^ basis ; it is not adjusted according to the 
relative wealth of the district. 

s'peclal needs aid covers students enrolled. in 12 catego- 
t, • . f 

ries of special education classes, bilingual education pro- 
grams,^ compensatory education programs, and looaT vocatipnal 
edacdtlon programs; students receiving supplementary instruc- 
tion or home ins true t io^n ; ' and students enrolled. approved 
private schools. iti 1978-79, it " represented about 16 percent 
of all state educatio n^ a id. * * • - 

. Debt Service and Capitaf Outlay Aid '. State aid ' for -capital 
outlay and debt service is distributed through the same formula 
_ as gen4rdV equalization aid.: The district's state siipport 
ratio Is applied to s tat>e-d'ef ined aidable expe4idltur es for debt 
se.rvice and capital outlay. In the former case, aid'able 
expenditures include thase amounts for debt service to be 
raised by local taxation and stat6 aid. In the latter case, 
aidab le expenditures are limited to an amount equal to 1.5 
percent of the^ sum of the current expenditure and capital 
^ outlay budgets for the prio/ year, minus revenues from sources 
other than local taction and state aid. In 1978-,79, these 
\aids accounted f iv e percent o f t o t a 1 s t a t e ^id to 

education. tT^L.- - ^ 
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APPENDIX D 



Relationship between Operating Cost per- 
Pupil, Teacher/Pupil Rat ios , Teacher Experi- 
'ence and .Teacher Salaries for ^ al 1^ Elementary 
Districts, 1977-78 



Operating Cost 
per-Pupil 



Less than $ 1542 
$1543 - $ 1677 
$ 1878 and oyer 



Teachers 
per 1000 
Pupils 

51.24 
47.0 2 
61.71 



A V e r ag e 
Teacher ' 
Experience 

,9.1 
9.7 
10.9^ 



Average 
Teacher 
Salary 

$ 13, 524 . 
14,461 
15^632 



State Average 



56.72 



9*9 



14,556 



^Source: New Jersey State Department of Education and New 
Jersey Educa^tion Asspciation data compiled and 
analyzed by Education Policy Research Insti- 
tute, Educational. Tes^ting Service, Princeton, New 



Jersey . 
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' • . iteta tndetlyliig ^IgMM 1 f'l' 2 '. ■ ■' 

Fltute l! ReUtloMhip between Property BMlth and Curre« :, 

' . , ' . , 1975-76 to 1^78-79 . ' ■ • 

. ■ i ■ ^ T- ■ .,M, • ■ ■ , 

. - Property valuation Curr,ant Proper, Valuation Cnjjent. ■i^'Pfj/'l"''!"" ^..^ .' 

per-Pupll as a % Expenditures per-PupU as a I ■ Exp^p^iture. rper-Pupil as a I Ex,e d Wte. 

■ . f Je Ave^age per-PuplL . "of State Average, perJWl State vetage per-P^ n 

iGrouE* . 1975-7fe . 1975.7X_ .^M^— l^";'" ' / -f^^ 

' l'(l»e.t 0.361 ?i504 \ ^ ' «-3« \- , 

0 58' Hit''"' 'o.55 ■ .m 0.52 ' 1933 , ' 

■ 3 . • : 1 '0.76 . m 0.75 • ,,, }" -■ . 

• , 1.09 . \ . IMA "l.O': . ■ • . S 

''• (highest .1.93, / .1752 • 1.99 2178 2.01 ,2390 



wealth) 

Average 1550 
*Each Group contains approximately the same number of pupils 



,2113. 



Figure 2: Relationship between Distribution of Teachers and Wrrent &cp^nditure8 per-PupiU 



M 1975-76 and 1977-78 



Districts Grouped 
by Current , 
Expenditures per- 

Pupil 



. .1 (lowest spending) 
.2 
3 
4 

, . 5 ■ ■ 

, . 7 (highesppehdin^^,,^,^,- 

■ •' ' . iiPf • ■ . . ■ - ■ 

Source: New Jersey State Department ISSion data compiled and analyzed b;:the Education Policy Research; 
■ Instittite, Educational Testing Service, Prlncet;on,, New Jersey. , ... , ^« ■ 







-Teachfeh per . 


Teachera per 


1005 Pupil's, 


1000 Pupils, 


1975^7|_^ ■ \ 


1977-78 


47.6 ' - 


51.5 


51.2 


.54.4 ■ 


'53.'2 / ' 


55/'. 


54.5 i 


' ¥7 


55.2 • • 




56.3 • 


59.6 


6tl.B 


■ 64.0 
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